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MESSAGE 


The past year was the most successful and eventful in the history of OAK 
ELECTRO/NETICS CORP. Major 1966 achievements were: 


— Record sales and earnings of $67.3 million and $2.7 million, respectively. 


— Strengthening of the O/E/N product line through acquisition and product develop- 
ment. 


— Two dividend increases, the second in conjunction with a 50 per cent stock 
distribution. 


— New research facilities in the U.S. and abroad. 
— Increased operating and production efficiencies in most divisions. 

O/E/N emerged from this period of profit and continuing transition as a strong, 
diversified corporation with the research and development orientation necessary for 
further penetration of its markets and continued leadership in electronic components. 

Industry experts predict that the market for electronic components will increase 


approximately 50 per cent during the next nine years, from $3.9 billion in 1966 to 
nearly $6 billion in 1975. As a result, O/E/N should also enjoy continuing long-range 


g owt in comi 8 years. 
¢ 


E. A. Carter 
PRESIDENT AND CHAIRMAN 


Crystal Lake, Illinois 


NNUAL MEETING 


The Annual Meeting of the Corporation 
will be held in Crystal Lake, Illinois, 
at 10:00 A.M., May 5, 1967. 


STOCK TRANSFER AGENTS 


Continental Illinois National Bank 
and Trust Company of Chicago 
Chicago, Illinois 


United States Trust Company of New York 
New York, New York 


REGISTRARS 


The First National Bank of Chicago 
Chicago, Illinois 


Manufacturers Hanover Trust Company 
New York, New York 


STOCK EXCHANGES 


American Stock Exchange 
Midwest Stock Exchange 


OAK ELECTRO/NETICS core and subsidiaries 


CONSOLIDATED STATEMENTS OF INCOME FOR 
THE YEARS ENDED DECEMBER 31, 1966 and 1965 


1965 


$54,624,884 


43,303,796 


$11,321,088 


8,161,111 


SPS SO 9ZZ 


1966 

NET SAUES Got ppt nach tsetraeiotsTeocae $67,312,021 
GOST-OF SALESE Ae aeolian eerste 51,881,723 

GroOssiINGOmelarerali ns tel ares on ete $15,430,298 
SELLING, ENGINEERING AND 

ADMINISTRATIVE EXPENSES........ 9,828,165 

Income from operations............. $ 5,602,133 
OTHER INCOME (EXPENSE), net: 

Interest-expensey.)fetemeninieeetoaesas $ (619,430) 

Miscellaneous inetannseaieee = ase ae 259,903 


$ (438,175) 
118,410 


$ (359,527) 


$ (319,765) 


Income before income taxes......... $ 5,242,606 


$ 2,840,212 


1,347,500 


$ 1,492,712 


PROVISION FOR INCOME TAXES....... 2,548,000 
Net income (Note 1).........-...-0. $ 2,694,606 
Per outstanding share.............-- $2.58 


$1.45 


The accompanying notes 


CONSOLIDATED STATEMENTS OF SOURCE AND 
APPLICATION OF FUNDS FOR THE YEARS ENDED 
DECEMBER 31, 1966 and 1965 (Note 1) 


SOURCE: 

| INCHINGCOM Gleie tin LAR ona una tveiie tee Uelaeti 
. Depreciation and amortization.......... 
Proceeds from long-term debt. .......... 
Increase (decrease) in deferred income taxes 


@themitemsAnetinnccmte nee aewesie acess 


APPLICATION: 


Net additions to plant and equipment 
. (including acquisitions in 1966 


ANIC Obi IN OLGiL eurenssste tlie aes aracrets 
(Gawlnilaliorehitels Adan caiacted achat aus 


Increase in working capital.............. 


e an integral part of these statements. 


1966 1965 
2,694,606 $ 1,492,712 
1,981,568 1,749,814 

24,592 234,038 
52,320 (27,798) 
28,038 343,169 
4,781,124 Ss 79985 
2,529,478 $ 2,578,626 

530,497 371,047 
P7249 842,262 
4,781,124 NS Bi Nes 


CONSOLIDATED STATEMENTS OF PAID-IN SURPLUS 
FOR THE YEARS ENDED DECEMBER 31, 1966 and 1965 


1966 1965 
BALANCE, BEGINNING OF YEAR, 
ASSRESTATED (NOtesT)eeiinmsictieienatcier eid: $ 1,671,011 $ 1,669,025 
ADD (DEDUCT) (Note 3): 
Excess of option price over par value of 
previously unissued common stock or 
cost of treasury stock sold under option 
DIAS Arettcet eu eee rato ntnen stall ees MTC tay 36,207 1,986 
Transfer to common stock account for stock 
distribution of one additional share for 
every two issued shares..............- (348,304) = 
Purchase of fractional shares not issued in 
connection with stock distribution...... (23,336) — 
BAEANGE- REND EOE SYIEA Rive: panera ra ereaane $ 1,335,578 $ 1,671,011 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 
FOR Mine EARS ENDED) DECEMBER TST Soo andioGes 


1966 1965 

BALANCE, BEGINNING OF YEAR, 

AST RESIPATEI (Note ile meh ceed seonemticiae $11,827,770 $10,706,105 
ADD (DEDUCT): 

Net income for the year................0- 2,694,606 1,492,712 

Cash dividends paid ($ .51 per share in 1966 

and $ .36 per share in 1965).......... (530,497) (371,047) 

BALANCE, END OF YEAR (Note 2)............ $13,991,879 $11,827,770 


eS COAK «~ELECTRO/NETICS & and subsidiaries 


i) CONSOLIDATES 
PRS SS Ean s 
To the Stockholders and 
the Board of Directors, 
CURRENT ASSETS: 1966 1965 
OAK ELECTRO/NETICS sone Gash dil h/t lic. eee GUNN tient QRS Se NCL LO Rea ea RE $ 2,485,485 $ 1,623,843 
Receivables, less reserve of $250,000 in 1966 
We have examined the consolidated balance sheets and$t'5O; OOOH GES eras). ee sche ites e aie pec tet ret et eater tee 10,394,862 6,663,241 
of OAK ELECTRO/NETICS CORP. (a Delaware 
corporation) and subsidiaries as of December 31, Inventories, at the lower of first-in, first-out cost 
1966 and 1965, and the related consolidated state- (last-in, first-out for one subsidiary) or market................ 17,082,727 10,000,460 
Retain eg a Saamtrea tesla iat itet otal: Gurrentassetsau wisest elas a creimten enya) eter $29,963,074 $18,287,544 
surplus, and funds for the years then ended, Our —— SEE aa 
examinations were made in accordance with gener- 
ally accepted auditing standards, and accordingly 
included such tests of the accounting records and 
such other auditing procedures as we considered PLANT AND EQUIPMENT, at cost: 
necessary in the circumstances. Ra ey a a etete tele ya ta tht te ean eeeneIRC ei NO a SALARY gee ae aa Se PMA es $ 747,231 
nar Homuicam ition aecomoany ieicaesiiared EXCL Kol g\eAsueht en stone SUPUReTT SUM CHES HsA eA EA aaeiote ALTON MARI byeud teval SUC A SOL) ria Ae 7,513,488 Tio lepouil 
balance sheets and consolidated statements of in- Machinerycand equipmemntsiie -aanesn ane arerr arial a rsereereren ia 11,469,903 9,899,606 
come, retained earnings and paid-in surplus, and $19,755,126 $17,964,348 
funds present fairly the financial position of OAK 
ELECTRO/NETICS CORP. and subsidiaries as of 
December 31, 1966 and 1965, and the results of Less-Accumulated|idepreciationiesrs tartan alter ates i ttsssterereaan, 7,994,037 6,781,720 
their operations and the source and application of $11,761,089 $11,182,628 
funds for the years then ended, in conformity with 
generally accepted accounting principles consis- 
tently applied during the years. 
OTHER ASSETS: 
Prepaidiinsurance interest, ;etey emir rnnet ile i atone ue irate tee $ 453,128 $ 265,962 
ARTHUR ANDERSEN & CO. Patentsiat cost) less amortization sioner Seen e aeeen 153,813 175,905 
ei rie: $ 606,941 $ 441,867 
pangs $42,331,104 $29,912,039 


February 6, 1967. 


BALANCES HEERS 


LIABILITIES 


CURRENT LIABILITIES: 
Notes payable to bank (Note 4)............20.00002-04- 


Accounts payable and accrued expenses. ............... 
IAGGRUEGHENCOMIG: TAXES? clelsic sias ly eips eu fischns pos, srareeeeeel a AT stain tats 


Totaleurrent liabilities) 2) 0 anise sees 
DEFERREDHINGO@MEMVAKES Wacnrlonimcie cantina toeieree 


LONG-TERM DEBT: 
BUGINGTeSDaVADlel(INOLE2) in: mic auelaataats ate babenstecetsha lala slate 


Notes payable of subsidiaries, payable 


labvaniablerannedalramounts toslO86% eaisielncleraciemetnc ae eens c: « 


MINORITY INTEREST IN CONSOLIDATED SUBSIDIARIES.... 


SHAREHOLDERS’ INVESTMENT (Notes 1, 2 and 3): 


Common stock, $1 par value, authorized 2,000,000 shares, 
1,047,628 shares issued in 1966 and 697,144 in 1965 


Petrelli SUICTO| EIS Srey geyehs Pat eaasvess cneiePnerieehoed eosts tperaistuiatiten et keane 
REfaIneGhearnimnesmtanelee aie ialerise east htslspscaecsi sos Hoots eye) 5 rate a 


Less-Treasury stock, at cost (1,950 shares in 1966 


ANGE SZONSIALES UMp lg OO Natur opel lamb EAN seiner leyelel savers tainty 


1966 


$ 8,140,000 


8,390,793 


1,859,564 
$18,390,357, 


$ 473,000 


$ 6,500,000 


282,171 


$ 6,782,171 


$ 338,318 


$ 1,047,628 
1,335,578 
13,991,879 


(27,827) 


$16,347,258 


$42,331,104 


1965 


$ 2,040,000 


SOs Mie 
1,228,797 
$ 8,435,976 


$ 420,680 


$ 6,500,000 


257,079 
$ 6,757,579 


$ 286,090 


$ 697,144 
1,671,011 
11,827,770 


(184,211) 


$14,011,714 
$29,912,039 


December 31, 1966 and 1965 


Notes 


(DEPRINGIPEES OF 
CONSOLIDATION: 


The consolidated financial statements include the 
accounts of the Company and all of its subsidiaries. 
The Company purchased certain assets and the busi- 
ness of an electronic relay manufacturing company 
on August 1, 1966, for approximately $2,000,000 
cash. In October, 1966, the Company acquired 
Hart Mfg. Corp., an Indiana corporation, by issuing 
15,000 shares of its common stock (after one for two 
distribution). The latter acquisition has been ac- 
counted for as a pooling of interests and conse- 
quently the operations of Hart have been included 
in the accompanying consolidated financial state- 
ments for 1965 and 1966. 


(2) 5% NOTE PAYABLE: 

The note payable is due $400,000 annually from 
1969 through 1983 and $500,000 in 1984. The loan 
agreement provides, among other things, that the 
Company will not pay cash dividends in excess of 
$1,000,000 plus consolidated net income, as de- 
fined, accumulated since December 31, 1963. At 
December 31, 1966, $5,127,000 of consolidated 
retained earnings was not subject to the above re- 
striction. 


(3) CAPITAL STOCK: 

On August 12, 1966, the Company issued 348,304 
shares of common stock in connection with a stock 
distribution of one additional share for every two 
issued shares. A cash payment of $23,336 was made 
for fractional shares. 

Under stock option plans, 70,219 shares of the 
Company's common stock are reserved for issuance 
to officers and key employees. During 1966, options 
to purchase 21,375 shares at $18.42 per share were 
granted, and options to purchase 12,767 shares at 
$11.27 per share and 5,092 shares at $11.40 per 
share were exercised. At December 31, 1966, op- 
tions for 69,094 shares were outstanding. 

Authorized capital stock included 400,000 shares 
of no par preferred stock, none of which was issued 
at December 31, 1966. 


(4) PROPOSED FINANCING: 

The Company is presently negotiating for the sale of 
$10,000,000 of subordinated convertible debentures. 
It is anticipated that the terms ot the debentures will 
be finalized in March, 1967. The Company intends 
to use the proceeds for the payment of notes payable 
to bank of $8,140,000 and the remainder for work- 
ing capital. 


CYNE/IN| IRIESIEAIRCIal ZNNID) [DIAWIEILO@]2IMEINinT 
. its essence, purpose and direction 


Technically-oriented customers fully appreciate and acknowledge 
O/E/N’s leadership position in component research, engineering and develop- 
ment. 


But even the most sophisticated shareholder or financial analyst has dif- 
ficulty grasping the full significance of O/E/N research achievements. 


And, understandably so. 


While the elements of science — the flow from relatively pure or abstract 
scientific discovery to practical application — are evident throughout the O/E/N 
engineering organization, new components generally lack the drama, visual 
appeal and measurable market impact of end products. Hence, the nontech- 
nician has difficulty mounting a meaningful appraisal of the results. 


Perhaps the best measure of O/E/N’s R & D leadership lies in a study of 
the industries and customers it serves. 


O/E/N’s research and development capability is evidenced by utiliza- 
tion of the company’s products in all major new electronic developments of 


the past two decades - television, data processing equipment, industrial con- 
trols, missiles and aerospace, sophisticated test equipment and all areas of 
communications. 


As a matter of profit practicality, the majority of O/E/N’s engineering 
effort is concentrated on, for semantic purposes, ‘product development”, rather 
than “research’’. 


It suggests to some observers a direction which seeks to perpetuate old 
concepts rather than explore the new. They contend that the accelerating pace 
of scientific achievement is such that today’s major O/E/N products will even- 
tually be obsoleted, just as semi-conductors replaced the vacuum tube — an 
end to which O/E/N should be dedicated as much for self-preservation as for 
future growth. 


These same observers ignore, perhaps, the uniqueness of scientific en- 
deavor — the linkage it forges from ideas to facts and from facts to ideas. 


It is not paradoxical to suggest the interchange of ideas and facts in prod- 
uct development efforts can and do lead to the divergent paths of technical 
improvement as well as new conceptual horizons. 


O/E/N research seeks both ends as one - to improve and refine existing 
products to the point of breakthrough; the evolutionary development of entirely 
new material and component concepts for the electronics industry. 


The dual objective of product development efforts, however does not 
preclude the need for basic research activities. 


Establishment of the Madison, Wisconsin Research Center recognizes 
the value and importance of the pure scientific approach to the components 
industry. Expansion of these activities will be proportional to the ability of 
O/E/N to meet future volume and profit targets which, in turn, are dependent 
on the shorter term product development efforts. 


The challenge for any profit oriented company is to maintain proper 
balance between the two while meeting, at the same time, its obligation to 


shareholders. 


At O/E/N, it’s a welcome, interesting and continuing challenge. 


™S 


IDUS TRIES Anaheim, California 


erat 


| MANUFAC TINE ee LTD. ; Aurora, Ontario, Canada 
STRONICS COMPANY Mt. Holly Springs, Pennsylvania 

MANU PACTURING ee ae Hartford, ee 

: ADVANCE CONTROL CORP. San Juan, Puerto Rico 

f 1 CONTROLS LTD. (Renee England; London, England 
OAK oui Hachioji Japan 

TRONET ICS HOLLAND N.Y. _ Emmen, Holland 


SYA) ‘PAY eay onD Durban, South Africa 


Kawasaki, Japan 


PRODUCTS 


ROTARY SWITCHES 
PUSHBUTTON SWITCHES 
ROTARY SOLENOIDS 
CHOPPERS 
VHF AND UHF TELEVISION TUNERS 
FM RADIO TUNERS 
HYDRAULIC THERMOSTATS 
BI-METAL THERMOSTATS 
TOGGLE SWITCHES 
PILOT LIGHTS 
CONVENIENCE OUTLETS 
LOAD PLUGS 
INFINITE CONTROLS 
ENERGY REGULATORS 
TIME DELAY UNITS 
POWER RELAYS 
TELEPHONE RELAYS 
GENERAL PURPOSE RELAYS 
MICRO-MINIATURE RELAYS 
INDICATOR LIGHTS 
ANNUNCIATOR LIGHTS 
LIGHTED PUSHBUTTON SWITCHES 
QUARTZ CRYSTALS 
CRYSTAL FILTERS 
OSCILLATORS 
FREQUENCY CONTROL ASSEMBLIES 
RECEIVER ANTENNAS 
IMPEDANCE TRANSFORMERS 
ANTENNA COUPLINGS 
TAPE RECORDER ASSEMBLIES 


APPLICATIONS 


Rotary and Pushbutton Switches for aircraft circuitry; aircraft electronic packages; automatic data processing 
equipment controls; circuit control; communications systems; contro! and annunciator panels; audio circuit 
control; control of digital computers; digital computers; instrumentation; intercoms; meter or signal switching; 
military equipment; radar test equipment; missile ground electronic equipment control; process development 
equipment; semi-automatic control equipment; space vehicle ground checkout systems; teaching machines; 
test equipment; weapon systems training equipment; audio amplifiers; attenuators; camera switching equip- 
ment; TV switching equipment; audiometers; biological telemetry; cardiac equipment; electrocardiograph and 
electroencephalograph equipment; medical oscilloscopes; home sound, paging and public address systems; 
binaural tape and disc recorders; oscillographs and oscilloscopes. 

Rotary and Infinite Control switches for electric range surface elements; room heaters; washing machines; ro- 
tisseries; medical equipment; laboratory equipment; copy and blueprint machines; air conditioning; hot plates; 
dryers; ceramic kilns, infra-red units; battery chargers; film projection equipment; test equipment; beauty equip- 
ment; packaging machines. 

Indicator lights and visual word warning arrays for in-plant test equipment; ground support equipment (launch, 
control, block house, guidance, test consoles); airport equipment (guidance, computers, aircraft panels); munici- 
pal departments of water and power panels; television broadcast equipment; petroleum chemical processing 
plants; airborne control towers; commerical computers; police and ambulance control centers and vehicles. 
Rotary Solenoids for remote actuation systems for missiles; machine tools; satellites; scoreboards; computers. 
Choppers for highly reliable, low level switching and sampling in computers; multiplexing instruments; inte- 
grated applications. 

Snap-in devices for all appliances; air conditioners; fans; laboratory equipment; office equipment; vending 
machines; copy machines; training aids; beauty equipment; dental equipment; industrial timers. 

Hydraulic and Bi-metal thermostats for electric range ovens; coffee makers; panel board heating; industrial 
controls; commercial cooking; laboratory equipment; oven temperature protection; heavy fuel oil systems; 
injection molding machines; packing machines; space heaters; roasters; glue pots; livestock watering tanks; 
egg washers; clothes dryers; deep fat fryers; electric fry pans; irons; kettles; rotisseries; fan heaters; steam tables; 
sterilizers; culture ovens; brooders; alarm systems. 

Relays for telephone systems; missile systems; aircraft systems; computers; fire control; radar; flight control; 
oil survey equipment; oceanography; ultra-sonic units; infra-red sensing systems; optical electronic equipment; 
communications equipment; electronic circuits; appliances; heater circuits; motor starting; clock control; auto- 
mation; X-ray equipment; photo-copying machines; commercial washers; conveyors; elevators; missile ground 
control; brewing equipment; dental equipment; vending machines; amusement machines; high speed polar- 
ized relays for telegraphic communications. 

Quartz Crystals and Crystal Filters; Oscillators; Frequency Control Devices and Measurement Systems for military 
aircraft and ground station communication equipment; commercial aircraft and ground station communication 
equipment; commercial police, fire, taxicab, two-way communication equipment; citizens band two-way radios; 
frequency standards; airborne and ground station distance measuring equipment; automatic guidance and tracking 
and reporting systems for missiles and satellites; military and commercial marine transceivers; military and 
commercial telephone equipment; clock pulse sources for computers and timing systems; stable sources for tone 
generation and command signaling; automatic checkout equipment; speed control systems. 

UHF and VHF tuners for television sets; Tuners for FM radios. 

Radio and VHF and UHF television receiving antennas; boosters; impedance transformers, couplings, and related 
equipment for home television sets. 


Pushbutton Switch Assemblies 


O/E/N AND ITS PRODUCTS 


Innovation — the keynote at O/E/N in 1966 - extended beyond 
the introduction of new products, materials and processes to provide 
the electronics industry with better components at lower cost. 


It went so far as to anticipate the nature of componentry for elec- 
tronic equipment yet to be designed. 


In October, O/E/N established its first basic research facility in 
Madison near the University of Wisconsin. The installation is an out- 
growth of O/E/N’s participation since 1965 in Wisconsin’s University- 
Industry Research Program, under which University professors and 
graduate students conduct basic research studies in behalf of the company. 


Initial research projects relate to theories for all-channel TV 
tuners and adaptation of new computer techniques to component design 
and quality assurance procedures. 


Infinite Control Switches 


Thermal Switches 


(3 Rotary Solenoid Selectors 


Through the establishment of the Madison research center O/E/N 
became the first of more than 200 companies participating in the three- 
year-old UIR program to make full use of the University’s personnel and 
facilities for aiding industry. 


The Madison center permits O/E/N engineers and researchers to 
work closely with School of Engineering professors and graduate students 
in the investigation of electronic materials and techniques entirely apart 
from those presently used in the company’s products. 


During the year, O/E/N also expanded its overseas development 
research activities by establishing an advanced engineering section in 
Hong Kong to coincide with a similar activity in Holland. Both are initially 
engaged in TV tuner research for the Asian and European markets, re- 
spectively. 


Multi-Circuit Power Switches 


Power Switches 


FM Tuners 


Rotary Switches 


NEW PRODUCTS FOR NEW MARKETS 


As O/E/N continues its program of diversification, new products 
are being added to meet new electronic market demands. 


At the Oak Division, a new pushbutton switch panel has been 
introduced to the data processing equipment industry. Work is also 
progressing on a new “‘basic design’’ tuner which will help TV set manu- 
facturers meet the increasing demand for lower set prices. And smaller, 
more reliable rotary switches, a continuing product program at O/E/N, 
keep customers in the forefront of the trend toward miniaturization. 


MCCoy Electronics continued to lead all crystal manufacturers 
in military Qualified Product Listing (QPL) applications and qualifications 
and has consistently been the first company in the industry to qualify 
for the most difficult listings in both metal and glass encapsulated crystals. 


Toggle Switches 


Television Tuners 


During the year, MCCoy also continued its leadership in meeting 
closer tolerances and providing high quality crystals to an industry de- 
manding more and more frequencies in the radio spectrum. Generally, 
performance characteristics of MCCoy crystals and filters are 20 to 25 
times greater than they were just six years ago. 

Engineering staffs at M&Coy, Marco-Oak and the Oak Division 
are working to integrate their product lines into packaged component 
assemblies. A data processing pushbutton panel, incorporating Marco- 
Oak and Oak products, and a new crystal switching module utilizing 
Oak switches and MCCoy crystals, are typical examples of product com- 
binations. 

Total research, engineering and development costs for new and 
improved products and the modification of basic product designs to 
meet customer requirements amounted to $2,018,149 in 1966, a 6 per 
cent increase over the $1,901,510 spent in 1965. 
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DC ELECTRONICS INC A A.\. CORP, / ACF ELECTRIC DIV. ACF INDUSTRIES / ABBEY ELECTRONICS / A.D, DATA SYSTEMS / DE TEC TRONIC CORP. # DEVELOPMENTAL ENGINEERING CORP. / DEVLIEG MACHINE co i, G. C. DEWEY CORP. / DIEBOLD INC. 
L PRODUCTS / A. P. 1 INSTRUMENTS / AR. F. PRODUCTS INC, / A. T. &5 RY. CO. | ABBOTT LAHTI ASSOCIATION / AEMCO DIV. / DIAGRAPH BRADLEY INDUSTRIES / DIAMOND POWER SPECIALTY / DICTOGRAPH PRODUCTS INC. | DIGITAL EQUIPMENT co. 
OUSTRON CORP. / ACCURTRONICS INC ACCURATE ELECTRIC CORP ACME ELECTRIC CORP. / ACTON LABORATORIES INC. / DICTAPHONE CORP. | DIGITAL ELECTRIC / DIGITECH INC. / DITTMORE & FREIMUTH CO, / DIVERSEY CORP. / DOLE VALVE'CO. 
YAMS LABS IN AD YU ELECTRONICS LABS / ADVANCED ELECTRONICS / ADV. NCED CONTROLS / ADVANCED TECHNOLOGY / DITTO INC. / DIXSON ING. / DORSETT ELECTRONICS / DOUGLAS AIRCRAFT CO. INC. / DOUGLAS MICRO WAVE / R. L. DRAKE CO, 


ELECTRONICS INC, / DOUGLAS UNITED NUCLEAR / DOYLE ELECTRO PRODUCTS CO, / DRESSER INDUSTRIES INC. / DUBROW ELECTRONIC INDUSTRIES 
ORP. / DUBOSE MARINE RADIO. /, DUFFY ELECTRONICS & MFG, CO. / DUKANE CORP. / DULUTH AVIONICS / ALLEN DUMONT LABS ING. 
& CO. / DYNA COMPANY... DYNA EMPIRE INC. / DYNAIR ELECTRONICS INC. / DYNALECTRON CORP. 
CORP. / DYNAMIC CC / DYNA MOD ELECTRONICS / DYNAPAR INC. / DYNASCAN CORP: 

CAN 1 DYNAT® S2ONICS INC. / £. C. 1. ELECTRONICS COMMUNICATIONS ING. 


MIRAL CORP. | AEROJET GENERAL CORP. / AEROLITE ELECTRONICS / AEROLOGICAL RESEARCH / AEROTRON 
RONAUTICAL COMMUNICATIONS / AERONCA MFG. CO, ~ RESEARCH DIV. / AERONCA MFG. CORP. / AIR TECHNOLOG 
ROQUIP CORP. / AIR SFIELDS / AIRBORNE INSTRUMENT LAB) / AIRCRAFT RADIO CORP 2 SI IGTRIES ING. / — E, |. DUPONT DE NEMOUI 
ROVOX CORP. | AIRGUIDE INSTRUMENT / AIRPAX ELECTRONICS INC. / AIR TROS SVMEC ING |) DYNAL 
ADDIN INDUSTRIES INC ALFRED ELECTRONICS /’ ALLEN AIRCRAFT RADI 
LEN BRADLEY CO. / ALLEN ELECTRIC & EQUIPMENT CO. / ALLISON 
LTRONICS HOWARD CO. / ALNOR INSTRUMENT / ALPHA = 
H. AMBROSE CO. INC. / AMECO EQUIPMENT cop 
MERICAN AUTO TYPEWRITER CO. N 5 
MERICAN ELECTRONIC LAB / Atv 
MERICAN MACHINE & EQL=—— 
MERICAN SCIENTI= 
MPEX CORP. / Al 
PLIED RESEARCH 
RMOUR INC. 
RVIN INDUSTRIES 
ODE ASTRO CON 
TLANTIC AVIATIO 
UDIO EQUIPMEN 
URICORD CORP. 
UTOMATIC CANTI 
UTOMATION GAC 
VCO CORP. / AN 
ABCOCK ELECTRO 
ALDWIN LIMA HA 
ARKER & WILLIAN 
AUSCH LOMB OP 
JEECH AIRCRAFT C 
SELL & HOWELL ¢ 
;ELTONE ELECTRO 
RADY SUPPLY CC 
SRITT TECH CORP 
A. D. BROWN CO. 
3RUNO NEW YORI 
HE BUDD CO. - It 
3URNETT ELECTRO 
T. S$. KNIGHT IN 
SAL COMPUTER PF 
ANOGA FLECTR( 
MWELL CONDI 
LANESE FIBERS ( 
NTRALAB DIV. ¢ 
CHERRY ELECTRIC 


SILLETTE ELECTRONIC PRG 


CHICAGO DYNAMI pus SKCORP. | CINCINNATI MILLING / CLA VALCO GLENN DAW FRIES / GOODYEAR AEROSPACE COR 

CIRCLE COMMUNIC SM | CLEVITE ORDNANCE DIV. / COIL SPECIALTY CO, / GRANGER ASSOCIATES T7>7 PMENT / GRASS VALLEY GROUP / THE Gy 

THE CLOUGH BREI LGKICS | COLEMAN INSTRUMENTS / COLLINS RADIOCO. / THE GRAY MFG. CO. / GRAYBAR ELECTRIC / GRISWOLD CONTROLS / THE GROVER CO; 

COLUMBIA TECHN COMMERCIAL CONTROLS CORP. / COMMUNICATION CO. INC. / GUARDIAN ELECTRIC / GULBRANSEN COMPANY / GULTON INDUSTRIES INC. | ALVIN GUSTAFSS 

COMAR ELECTRIC _-AAIMERCIAL RADIO. SOUND CORP, / COMMERCIAL TRADES INSTITUTE / -H. R. B. SINGER ING. | H1 R. ELECTRONICS / HAHN ELECTRIC / H.C, ELECTRONICS / HADDON CONT 

COMMUNICATION ae _ZEUELOPMENT INC, |, COMMUNICATION ELECTRIC / COMPONENTS CORP. / HAGAN CHEMICALS CONTROLS / HALLICRAFTERS CO. / THE HAMMARLUND MFG: CO. INC. / HARDING ELS 
COMMUNICATION oy AOONENTS INC. | COMPUTER CONTROL CO. INC. |, COMPUTER INSTRUMENT HAMILTON DISTRIBUTORS / HAMMOND ORGAN CO. / HAMNER ELECTRONICS CO. | HANCOCK TELECONTROL / THET> 
COMPUTER MEAS 18S CORP. | COMPUTER TEST CORP. | COMSPACE CORP. / CONCORD CONTROLS INC. / HARVEY E. HANSON CO. / HARMON ELECTRONICS / HARTMAN MARINE EQUIPMENT CORP. HARWIT INTERNATION 

COM TECH CORP ARIAL CORP. | CONDUCTRON CORP. / CONN ORGAN CORP. / DATA RECORDERS DIV. | HARRISON LABORATORIES / HARVEY ALUMINUM / HART ELECTRONICS / HATHAWAY INSTRUMENTS / HAUENSTEIN BURN 
CONSOLIDATED A Ae) CONSOLIDATED AVIONICS. CORP, | CONSOLIDATED DIESEL / CONTINENTAL X RAY CORP. {HAYES INTERNATIONAL { HAZELTINE CORP. / HAZELTINE ELECTRONIC CORP. / HEATH COMPANY HENRY PRODUCTS Cj 
CONS ELECTRODY (ist. DIV, | CONSOLIDATED VACUUM CORP. / CONTINENTAL ELECTRONICS DIV. / CONTROL CORP, / HENSCHEL CORP, / HEWLETT PACKARD CO. / HEXEM INC. / HEYER PRODUCTS CO: INC. / HICKOK ELECTRICAL INSTRUME| 
CONTINENTAL Olt TROL DATACORP. / |. D.P. DIV. CONTROL DATA CORP. | COPPERWELD STEEL CO. / CARDISCORP. / HIGH VOLTAGE ENGINEERING CORP. / HILL O MATIC DEVELOPMENT / HILLYER CORP. | HOFFMAN ELECTROLYSIS EQUI 
COOK ELECTRIC COn CORBIN FARNSWORTH INC. /. CORNELL DUBILIER ELECTRONICS / CORNELL HOWLAND HAYES / THE HOBART CO. / HOFFMAN ELECTRONICS / HOFFMAN PRODUCTS CORP. | HOLLY COMPUTER PRODUCTS 7 HOLT HARDY 
CORNIM /EMOS INDUSTRIES / COULTER ELECTRONICS | COWAN AIRCRAFT CORP. / CROWN INTERNATIONAL / HONEYWELL TEST INSTRUMENTS / HONEYWELL INC. / HOTPOINT COMPANY | HOUSTON OMNIGRAPHIC: / HUGGINS LA 
CRARTSMAN ELECTRIC PRODSCTS | CRAIG INSTRUMENT CORP, / CRESCENT COMMUNICATIONS CORP. / CUSHMAN ELECTRONICS / HOWELL INSTRUMENTS INC. / HIGHES AIRCRAFT CO, / HULL ENGINEERING / HUNT CORP, / HUNTER MEG. CO. | HYCELIN 
CRESTMARK ELECTRONICS INC, | CRUCIBLE STEEL COMPANY / CUBIC CORP. / CULLIGANING. / JAMES CUNNINGHAM SON & CO. / HURST ENGINEERING / HYCON MFG. CO. / HYDROSYSTEMS-INC. / HY GAIN ELECTRONIC / HYPERION INDUSTRIES IN 


CURRY McLAUGHLIN & LEN INC. / CURTIS MATHES MFG, CO. / CURTISS WRIGHT CORP. / CUTLER HAMMER / DALMO VICTOR CO, / HY PAG CO. / LT. E. CIRCUIT BREAKER CO, / ITI ELECTRONICS INC. / 1. T. T. DATA& INFORMATION / 1. T. T. INDUSTRIAL LAI 
DACO INSTRUMENT CO. / DAGE TELEVISION CO, DIV. / DALTO ELECTRONICS / DANALABS INC. / DATA CONTROL SYSTEMS INC, / ITT CORP. / ICONIX INC. / IDEAL INDUSTRIES INC. / IDEAL STENCIL MACHINE / IMAC CORP. / INDUSTRIAL ELECTRIC HARDWAI 
D. H. DANIEL / DATA INSTRUMENTS DATAPULSE INC. / DATAMIC CORP. / DATA TECHNOLOGY / DATASCAN MFG. CORP. / IMPREX CO. ING. / INDUCTOTHERM CORP. / INDUSTRIAL ELECTRONICS INC, / INDUSTRIAL RADIO CORP. / INDUSTRIAL RESEARC 
DATAMATICS INTERNATIONAL INC. / DAVEN DIV. - McGRAW EDISON / DAVIDSON HEMMENDINGER / DAVIS TOOL ENGINEERING / INDUSTRIAL INSTRUMENTS AUTOMATION / INDUSTRIAL TEST EQUIPMENT CO. / INLAND CONTROLS INC. / INSTRUMENT SYSTER 
DAVIS EMERGENCY EQUIPMENT CO. / J. W. DAVIES & CO. / DAYTON AIRCRAFT PRODUCTS / DAYTON ELECTRONICS PRODUCTS / INFORMATION DISPLAYS IND. / INGALLS SHIPBUILDING CORP. / INSTRON ENGINEERING CORP. / INSTRUMENT FABRICATIN 


DAYTON AVIATION RADIO & EQUIPMENT / J. C. DEAGAN ING DECCA NAVIGATOR ING. / DECISION SYSTEMS INC. / DEERECO, / INSTRUMENT DEVELOPMENT LABS / INSTRUMENTS FOR INDUSTRIES / INSTRUMENTATION LAB / INTEC & AMERICAN RADI 
DECITRON ELECTRONICS / DECO ELECTRONICS CORP. / DEFENSE ELECTRONICS / DELCO RADIO DIV. GM CORP. / DELCON CORP, / INSTRUMENTS ING. / INTERCONTINENTAL DYNAMICS CORP. / INTER CONT ENGINE / INTERNATIONAL BUSINESS MACHIN 
DELTA AIR LINES INC, / DELTA ELECTRONICS / DELTA EXPLORATION CO, / DELTA PRODUCTS / DERO RESEARCH & DEVEL CORP. / INTERTECH INC. / 1B MCORP. / INTERNATIONAL ASSOCIATES / INTERNATIONAL G. £. CO. / INTERNATIONAL TELEMETER COR 


DEMCO INC. / DENNISON MFG. CO. / DENVER AVIATION CORP, / DESIGN & TOMORROW / DEVRY TECHNICALINSTITUTE / INTERNATIONAL PAPER BOX MACHINE / INTERNATIONAL RESEARCH & DEVELOPMENT / INTERNATIONAL TECHNICAL PRODUC 


BQUIREMENiS ORT 7 }O00; CUSTOMERS 


TYPE CO. | IRCON INC ITEK CORP. / J. PLL. } JACKSON ELECTRIC INSTRUMENTS / JACKSON VIBRATOR / JANKE & CO. INC PREMIER ELECTRONICS LAF MIER MICROW STON SC | 

R ELECTRIC MFG. CORP. JEFFERSON CITY CABINET / JENSEN MFG. CO. / JERROLD ELECTRIC CORP. JERSEY CENTRAL POWER PRINCETON APP ESEARCH PRIVATE TELE ATIONS PU 

SLD ELECTRONICS CORP. / JET CREDIT SALES / JETRONIC INDUSTRIES INC, / I. ©. JOHANSSON CO. / C.S. JOHNSON CO PROBESCOPE CO / PYROFILM RESISTOR PYROTRONICS INC ) 

OHNSON CO. / JOHNSON WILLIAMS / JOENS & LAMSON MACHINE CO. JOLO ENGINEERING / JONKER BUSINESS MACHINE QUALITY CABLEF QUAN TECH LABORATORY / QUIK CHEK ELECTRONICS & 

RESEARCH LABS ING. / KANO MMEFG. / KWE INDUSTRIES INC. / KAAR ENGINEERING CO, / KAISER AEROSPACE KINEMATIX RLM RF COMMUNICATIONS ASSOCIA | ELECT. MFG RAC 

N RESEARCH LABS KAL EQUIPMENT CO. KAMAN AIRCRAFT CORP. AY ELECTRIC CO KING ELECTRONICS & MFG RADIATION INST. DEVELOP. RADIATION DIO ELECTRIC EQUIPM CO. 

{LEY INSTRUMENTS KELTEC INDUSTRIES KENTON ENGINEERING KENTRON HAWAII LTD. KETT ENGINEERING CORI RADIO CO, OF ICA / RADIO FREQUENCY RADIO SPECIALTY ME 

RADIO CORP. KIN TEL DIV, COHN ELECTRIC / WS. KIRKPATRICK / KIRSCH MUSIC CORP KNIGHT BLECTRONICS CORP RADIO RECEPTOR CO. INC RADIO WHOLE LE | RADSON ENGIN 

ER INSFRUMENT / KLEINSCHMIDT DIV. / KOCOUR COMPANY / KOLLMORGEN COR KONIGSBERG ELECTRIC ED KREPPS / M ELECTRONICS IN¢ RAULAND BORG RECORDAK IRE REL 

APPARATUS CO. / KREONITE ING. / KUPFRIAN MEG, DIV. / L. FE DIV. LAB ELECTRONICS / L.T LA BELLE INDUSTRIES / DEVELOPMENT CORP REEVE ELECTRONICS REFLECTONE ELECTRONIC RELIANCE EL 

MFG. CO), LABORATORY FOR ELECTRONICS INC LAB EQUIPMENT CO \B LINE INSTRUMENT IN¢ LAKE MFG. CO. INC REh N RAND INC i REMLER COM LTD. WELL ELECTRIC REON RESISTO RE VERE 
KIN LABORATORIES LANGEVIN DIV. OF SONOTEC INC JAMES B. LANSING SOUND ING. / LaPOINT INDUSTRIES IN« fa@) HE YG. RICHTE RIDGE PRODUCTS RITEP( = | 
OBE STEEL CO. LAVOIE LABS INC LEAR JET / LEAR SIEGLER / LECTRO TECH INC. / LEEDS & NORTHRUP CO. / LEDEX IN ROBOSONICS ING. / ROCK MFG. CORP. / ROCKETDY E 2 If 
RA LABRATORIES INC Let INC LENKURT ELECTRIC CO. INC WALLACE ©. LEONARD INC LESTER CONTROLS CORP. IRE RODALE ELECT. INC us | 
LE TOURNEAU / LEUPOLD & STEVENS THE LEWIS ENGINEERING CO LIEBEL FLARSHEIM CO. DI\ LITTAL SALES GO ei NGAMO ELECT! ke i 
‘SCOPE DIV. GENERAL PRECISION / LINK AVIATION IN¢ LITTON INDUSTRIES IN¢ \. LONGCHAMP ING LO RAD INC ———— 


SHEED AIRCRAFT CORP LOCKWOOD & MCLORIE IN¢ 
\L ELECTRONICS CORP LORCHI ELECTRONICS + 
NS STEEL CO. / LUMENITE ELECTRONIC 
AN ENGINEERING & MFG. CO-— 
NA TECH ELECTRON 
MAGNUS A> 
COM 


LOGETRONICS INC LORAIN PRODUCTS CORP 


INSTRUMENT / LYNCH COMMUNICATION SYSTEME 
TEXTRON DIV. / M. C. ME —— pe iil 


LOWREY ¢ 


MOVIOLA DE 


TEL INTERNATIONAL CORP TRIAX 


cat AIRLINES TRIAD TUBE CORP. 4/ TRINEMEG, CO 
be zenith ives Te IMENT / TRYLOR INC TUSTIN ELECTRON 
—=TRONICS / UC IN UMC ELECTRONICS / US STEEL CORP. / UNHOLTZ DiC 
Ans pe x INC UNION CARBIDE P<" UNION CARBIDE CORP UNITEC CORP, / UNITED AIRCRAFT / UNITEL 
S 3 
rary city of L* —— UNION SWITCH & SIGNAL / UNITED CONTROL CORP. / UNITED POWER & CONTROL / UNITED RADIO SERVICE / UNITEK CORP 
RO ATECTRE powel S- ITED SCIENTIFIC LABS INC UNITED SYSTEMS CORP. UNITED TR FORMER CO. UNI\ DIV. OF RA 
ATHERN RADIO ¢ water 2" KP. OF AMERICA US PLASTIC MOLDING / UNITED TELE ELECT. 7 VARIAN ASSOCIATES / UO INE VECTOR A 1A VEL ROC 
TIRP. NUTONE It ariment © “INDUSTRIES / DECO CORP. VECTOR DIV. UNITED AIR VENDO CO. / VENDO CUSTOMER SERVICE VENTURA AIRCRAFT Cl 
- OCTOBER ELECTRO SYSTE f Dep ai STRUMENT / OHIO UNIVERSITY VESTAL MODERN DESIGN / VICTOR BUSINESS MACHINE / VICTOR PRODUCTS CO VICTORY ELEC N S$ 
core AA AEROTRONICS / OLIVETT] UNDERWO TOY MPIC RADIO. / OMAHA ZONE METER CO. /  VICTOREEN INSTRUMENT CO, INC, / VIDEOCRAFT MFG. CO. / VIEWLEX INC. / VIKING OF MINNE R¢ 
f oscil? av. ONAN & SONS / ORBIT INDUSTRIES OREGON TECHNICAL PRODUCTS DAN ORIFICE FITTING CO. VIRTO LAB DIV. OF VITRO VOLTRON PRODUCTS INC } VORON ELECTRONIC OR WER TER 
ont ic CORP. / |, H. ORR ENTERPRISES INC. / ORRTRONICS INC. / ORTEC / OTIS ELEVATOR CO. P & H ELECTRONIC WALCO ELECTRONICS CO. JOSEPH W MHLER / WARNER CHILCOTT LABS WARNER MOTI ) 
<tRIC INC PMC ELECTRONICS / PACE COMMUNICATIONS / PACIFIC AIRLINES / PACIFIC ELECTRONICS INDUSTRIES WARNER & SWASEY CO CHARLES F. WARRICK CO. / WARWICK MFG. CO SSELL ORC CO 
AARD BELL ELECTRONICS CORP. / PACKARD INSTRUMENT / PAKQ CORP. / PALICO INSTRUMEN PALOMAR INSTRUMENT THE WATERS CO, WATERS MFG. INC VATKINS JOHNSON CO. WATSON MFG. / WAVEFC vt ct 
HAMERICAN PETROLEUM / PAN AMERICAN WORLD AIRWAY SYSTEM / PAN GEO ATLAS CORP. / PANAURA / PARZENI ESEAKCH WEBCORE ING. / WEIDENHOFF CORP. / WEINSCHEL ENGINEERING / WEIRTON STEEL CO. / WELCH SCIENTIFI ( . \\ X 
HANDLE AGRICULTURE & MECHANICAL COLLEGE / PANTRONICS / PARCOE CO. / PATERSON ELECTRIC / PERRY BRIGGS CO. WELLS GARDNER ELECTRONICS CORP. / WELTRONIC CO, INC WES ELECTRONICS CO. / WESTERN < i 
Mi. PATTISON SUPPLY / PAX ELECTRONICS CO, / PEARCE SIMPSON INC, / PEERLESS INSTRUMENT CO. / PEt ELMER CORP. WEST INSTRUMENT CORP. WESTERN ELECTRIC CO. / WESTERN SCIENTIFIC STRUMENT / WES EN 
SEPTUAL DEVELOPMENT LAB / PETERSON ELECTRO MUSICAL PRODUCTS / PHILCO:CORP, / PHILIPS ELECTRIC INSTRUMENT DIV. / WESTERN RESERVE ELECTRIC / WESTERN UNION TELEGRAPH CO WESTINGHOUSE ELECTRIC Ct Coll 
OSTRON INSTRUMENT & ELECTRONICS / PHILBRICK RESEARCHES / PHILLIPS PETROLEUM CO. / PHOTOGENIC MACHINE CO. / WESTON INSTRUMENT & ELECT WESTON ROTEK / WESTREX COMMUNICATIONS / WETLER CORE ) 
TO DEVICES / PHOTON INC. | PHOTOVOLT CORP. / MAYFIELD ELECTRIC DIV. PIASECKI AIR / PIAZZA ENGINEERING CORP. | WHIRLPOOL CORP. / WHITE MEMORIAL MEDICAL CENTER / WHITE RODGERS CO. / WICKES ENGINEER! re 
(ER X RAY CORP. / PILOT RADIO CORP. / PIPER AIRCRAFT CORP, / PIQUA ENGINEERING INC. / PLASTIC CAPACITORS IN( WICKS ORGAN. / M. K. WIDDEKIND CO, INt WILGOX ELECTRIC CO WILKE JMENT & RESEARCH 
& E: ELECTRONICS / PLECTRON CORP, / PLUG IN INSTRUMENT / PLUMLY MFG, CORP. 7 PC ILARAD ELECTRONICS CORP WILLIAMS BROS & MILLER / WINPOWER MFG, CO, / WINSLOW TELETRONICS IN¢ DS HOLE OCEANOGR 
LAK SKAN INC. / POLYPHASE INSTRUMENT / POLYTECHNIC ENGINEERING / POLYTRONIC LAB INC. / PRECISE ELECTRONICS VITT & LEONG ASSOCIATES / WORCESTER FOUNDATION / WORLD AIR CENTER / W DE\ RE 


WATERS CONLEY CO WASSELL ORGANIZATION / WARWICK MFG, CO. CHARLES F 
WHIRLPOOL SEEGER CORT WETLER CORP. THE WURLITZER CO. / YELLOW CAB CO 


T ELECTRONICS PRODUCTS INC. / POTTER AERONAUTICAL GORP. / POTTER BRUMFIELD INC. / POTTER INSTRUMENT CO 
Tr & WHITNEY AIRCRAFT /§ PRECISION AIRCRAFT PARTS CO. PRECISION INSTRUMENT CO, / PRECISION SCIENTIFIC CO. / 
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...and TEN YEAR STATISTICAL SUMMARY 


Net Sales 

Income Before Income Taxes 
Provision for Income Taxes 
Net Income 

Net Income Per Share 

Cash Dividends Paid 


Shareholders’ Investment 


Book Value Per Common Share 


Number of Shareholders 


Number of Employees 


1966 


$67,312,021 
5,242,606 
2,548,000 
2,694,606 
$2.58 

$ 530,497 
$16,347,258 
$15.63 
Avid 


8,028 


1965 


$54,624,884 
2,840,212 


1,347,500 


1,492,712 


$1.45 
$ 371,047 
$14,011,714 
$13.63 
3,965 


6,450 


+ 89% 


+ 78% 


Per Cent 
of Change 


+ 23% 


+ 85% 


+ 81% 


een 


LES SANG Ee 


a 


The past year was the most successful and eventful in the history of OAK 
ELECTRO/NETICS CORP. Major 1966 achievements were: 


— Record sales and earnings of $67.3 million and $2.7 million, respectively. 


— Strengthening of the O/E/N product line through acquisition and product develop- 
ment. 


— Two dividend increases, the second in conjunction with a 50 per cent stock 
distribution. 


— New research facilities in the U.S. and abroad. 
— Increased operating and production efficiencies in most divisions. 

O/E/N emerged from this period of profit and continuing transition as a strong, 
diversified corporation with the research and development orientation necessary for 
further penetration of its markets and continued leadership in electronic components. 

Industry experts predict that the market for electronic components will increase 


approximately 50 per cent during the next nine years, from $3.9 billion in 1966 to 
nearly $6 billion in 1975. As a result, O/E/N should also enjoy continuing long-range 


growth in comi 8 years. 
¢ 


E. A. Carter 
PRESIDENT AND CHAIRMAN 


Crystal Lake, Illinois 


The Annual Meeting of the Corporation 
will be held in Crystal Lake, Illinois, 
at 10:00 A.M., May 5, 1967. 


Continental Illinois National Bank 
and Trust Company of Chicago 
Chicago, Illinois 


United States Trust Company of New York 
New York, New York 


The First National Bank of Chicago 
Chicago, Illinois 


Manufacturers Hanover Trust Company 
New York, New York 


American Stock Exchange 
Midwest Stock Exchange 


OAK ELECTRO/NETICS core and subsidiaries 


CONSOLIDATED STATEMENTS OF INCOME FOR 
THE YEARS ENDED DECEMBER 31, 1966 and 1965 


1966 1965 

NED SALES es cnicciecincine site oe ieette hee mente $67,312,021 $54,624,884 
GOST OESALES sai citieek tae ere aera 51,881,723 43,303,796 

GOSS IMGOMIE isa siete cee eye ead ae $15,430,298 $11,321,088 
SELLING, ENGINEERING AND 

ADMINISTRATIVE EXPENSES........ 9,828,165 8,161,111 

Income from operations............. $ 5,602,133 $35159/977 
OTHER INCOME (EXPENSE), net: 

Interest expense iii eae cecnsele as eens $ (619,430) $ (438,175) 

Miscellaneous) ineturuccimaeaedue se 259,903 118,410 


9 (359,527) 


$ (319,765) 


1,347,500 


$ 1,492,712 


Income before income taxes......... $ 5,242,606 $ 2,840,212 
PROVISION FOR INCOME TAXES.......- 2,548,000 

Netitneomen(Noteslin mxisas nuance $ 2,694,606 

Per outstanding share..............- $2.58 $1.45 


The accompanying notes 


CONSOLIDATED STATEMENTS OF SOURCE AND 
APPLICATION OF FUNDS FOR THE YEARS ENDED 
DECEMBER 31, 1966 and 1965 (Note 1) 


SOURCE: 
INGHIME OMG et re Me ictetsoslslstinnaytrecove/s in}sye 
Depreciation and amortization.......... 
Proceeds from long-term debt........... 
Increase (decrease) in deferred income taxes 


@PfreSr terns: Meta. tik. cbs Peta stalera a cess ches 


APPLICATION: 


Net additions to plant and equipment 
(including acquisitions in 1966 


ANC OSU MINGLE wT) saieuiecay aeetete cis tesa, 
(Cevaniolutalslnve telecon cuca peepee Ere oes 


Increase in working capital.............. 


ire an integral part of these statements. 


4,781,124 


1966 1965 
2,694,606 $ 1,492,712 
1,981,568 1,749,814 

24,592 234,038 
52,320 (27,798) 
28,038 343,169 
4,781,124 $3) 79 1935 
2,529,478 $ 2,578,626 

530,497 371,047 
1,721,149 842,262 

$13,791,935 


CONSOLIDATED STATEMENTS OF PAID-IN SURPLUS 
FOR THE YEAR'S ENDED DECEMBER 31, 1966 and 1965 


1966 1965 
BALANCE, BEGINNING OF YEAR, 
ASURESTATIEDIN(Notenl eanmaeatannee rte $ 1,671,011 $ 1,669,025 
ADD (DEDUCT) (Note 3): 
Excess of option price over par value of 
previously unissued common stock or 
cost of treasury stock sold under option 
OETA RI SRR Lie MERE tebe EL AI c Reena oR 36,207 1,986 
Transfer to common stock account for stock 
distribution of one additional share for 
every two issued shares............... (348,304) — 
Purchase of fractional shares not issued in 
connection with stock distribution ...... (23,336) — 
BAUANGE SENDUOEGY EAR cnn. tetdeisetenest alse tere $ 1,671,011 


$ 1,335,578 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 
ROR iE WEARS ENDED sDECEMBER Sd) lS6Gtancd Mises 


1966 1965 

BALANCE, BEGINNING OF YEAR, 

AS RESPATED WINOtewiyierierr: nice sere erseeiel re $11,827,770 $10,706,105 
ADD (DEDUCT): 

Net income for the year................25. 2,694,606 1,492,712 

Cash dividends paid ($ .51 per share in 1966 

and $ .36 per share in 1965).......... (530,497) (371,047) 

BALANCE, END! OF YEAR (Note 2)............ $13,991,879 $11,827,770 


YY OAK ELECTRO/NETICS core and subsidiaries 
‘i 


To the Stockholders and 
the Board of Directors, 


OAK ELECTRO/NETICS core 


We have examined the consolidated balance sheets 
of OAK ELECTRO/NETICS CORP. (a Delaware 
corporation) and subsidiaries as of December 31, 
1966 and 1965, and the related consolidated state- 
ments of income, retained earnings and paid-in 
surplus, and funds for the years then ended. Our 
examinations were made in accordance with gener- 
ally accepted auditing standards, and accordingly 
included such tests of the accounting records and 
such other auditing procedures as we considered 
necessary in the circumstances. 


In our opinion, the accompanying consolidated 
balance sheets and consolidated statements of in- 
come, retained earnings and paid-in surplus, and 
funds present fairly the financial position of OAK 
ELECTRO/NETICS CORP. and subsidiaries as of 
December 31, 1966 and 1965, and the results of 
their operations and the source and application of 
funds for the years then ended, in conformity with 
generally accepted accounting principles consis- 
tently applied during the years. 


ARTHUR ANDERSEN & CO. 


Chicago, Illinois, 
February 6, 1967. 


ASSES 


CURRENT ASSETS: 
Receivables, less reserve of $250,000 in 1966 
EraraMe yO MOO OMe MARA donde na doeaca cond addodadecoUunso on 


Inventories, at the lower of first-in, first-out cost 
(last-in, first-out for one subsidiary) or market..........-.---- 


Totaliieunrentassetsis crest a ciel tier aeeenne era eke 


PLANT AND EQUIPMENT, at cost: 


Baildinigss ion Hearse eee ae eae eee eee Sone Pe eee ere 


META Mintsineeulelee Wh slintadiitn ce crac asnechosdasteuokcnatGnusodane 


kess-AccumuUlated) deprectatiomirac cess crisis eine era tse 


OTHER ASSETS: 
Prepaidinsurance) interest; etc. seitcessatae tiene etene es eracioee 


Patents; ale COStanESSrammO rela ti nies eae cue ere eeseieny eterna te ae en ee 


CONSOERIDATES 

1966 1965 
$ 2,485,485 $ 1,623,843 
10,394,862 6,663,241 
17,082,727 10,000,460 
$29,963,074 $18,287,544 
0 71,735 Su 7a7 244 
7,513,488 7,317,511 
11,469,903 9,899,606 
$19,755,126 $17,964,348 
7,994,037 6,781,720 
$11,761,089 $11,182,628 
$ 453,128 $ 265,962 
153,813 175,905 
$ 606,941 $ 441,867 
$42,331,104 $29,912,039 


BALANCE SHEETS 


LIABILITIES 


CURRENT LIABILITIES: 
Notesipayablelto bank (Note) 4)io see encee vac see cee see eso. 


Accounts payable and accrued expenses. .........---220000eeeee 
PGCLUGCN MEO ME TAXES tr scrayaieeste sa fana os tala <pataeteyeGyelepsitlstar nas cued erase erg 


Wotalkeunrenwliabiliticswnneseeatecbee tierce care ae 
PEEERRED SING OMEMANES erent Culms E estat, Wie vit iaalboul stat sicels 


LONG-TERM DEBT: 
BOcemOterpay ale (NOTE 2a elelsniastalatelsrcles:+ ass) niers ale asap slardbelalotene ele 


Notes payable of subsidiaries, payable 
IVallab eran Ual aimoumts tO: GBGr see oes octet te a eros a = 


MINORITY INTEREST IN CONSOLIDATED SUBSIDIARIES............ 


SHAREHOLDERS’ INVESTMENT (Notes 1, 2 and 3): 


Common stock, $1 par value, authorized 2,000,000 shares, 
1,047,628 shares issued in 1966 and 697,144 in 1965........ 


Paickiancwifallvless kal nau Woun oe Hee Me ie eet a Meh Eanes posts cieiae 
Reta imecreanthinipaeune mesma ie aiyiatintitn cts iciatepelatayatsyohaitpe'a iste bie le a 


Less-Treasury stock, at cost (1,950 shares in 1966 
ALC MMS ZOKS ATESuINy MOOD) tan gure eleraewiae ete sit etch pee 


1966 


$ 8,140,000 


8,390,793 


1,859,564 
$18,390,357 


$ 473,000 


$ 6,500,000 


282,171 


$ 6,782,171 


$ 338,318 


$ 1,047,628 
SSS; D0 
13,991,879 


(27,827) 


$16,347,258 


$42,331,104 


1965 


$ 2,040,000 


SlevAnl lf) 
1,228,797 
$ 8,435,976 


$ 420,680 


$ 6,500,000 


257,579 
SOL Zo 7929 


$ 286,090 


$ 697,144 
1,671,011 
11,827,770 


(184,211) 


$14,011,714 


$29,912,039 


December 31, 1966 and 1965 


Notes 


(1) PRINGIPEES OF 
CONSOLIDATION: 


The consolidated financial statements include the 
accounts of the Company and all of its subsidiaries. 
The Company purchased certain assets and the busi- 
ness of an electronic relay manufacturing company 
on August 1, 1966, for approximately $2,000,000 
cash. In October, 1966, the Company acquired 
Hart Mfg. Corp., an Indiana corporation, by issuing 
15,000 shares of its common stock (after one for two 
distribution). The latter acquisition has been ac- 
counted for as a pooling of interests and conse- 
quently the operations of Hart have been included 
in the accompanying consolidated financial state- 
ments for 1965 and 1966. 


(2) 5% NOTE PAYABLE: 

The note payable is due $400,000 annually from 
1969 through 1983 and $500,000 in 1984. The loan 
agreement provides, among other things, that the 
Company will not pay cash dividends in excess of 
$1,000,000 plus consolidated net income, as de- 
fined, accumulated since December 31, 1963. At 
December 31, 1966, $5,127,000 of consolidated 
retained earnings was not subject to the above re- 
striction. 


(3) CAPITAL STOCK: 


On August 12, 1966, the Company issued 348,304 
shares of common stock in connection with a stock 
distribution of one additional share for every two 
issued shares, A cash payment of $23,336 was made 
for fractional shares. 

Under stock option plans, 70,219 shares of the 
Company's common stock are reserved for issuance 
to officers and key employees. During 1966, options 
to purchase 21,375 shares at $18.42 per share were 

ranted, and options to purchase 12,767 shares at 
11.27 per share and 5,092 shares at $11.40 per 
share were exercised. At December 31, 1966, op- 
tions for 69,094 shares were outstanding. 

Authorized capital stock included 400,000 shares 
of no par preferred stock, none of which was issued 
at December 31, 1966. 


(4) PROPOSED FINANCING: 

The Company is presently negotiating for the sale of 
$10,000,000 of subordinated convertible debentures. 
It is anticipated that the terms of the debentures will 
be finalized in March, 1967. The Company intends 
to use the proceeds for the payment of notes payable 
to bank of $8,140,000 and the remainder for work- 
ing capital. 


un 


Frank A. Astrologes 
Vice President— Finance 


1966 FINANCIAL REVIEW 


O/E/N’s financial performance in 1966 was the best in its history 
and represented significant progress toward achievement of the company’s 
long-range goal to return 17 per cent on invested capital and 8 per cent 
net profit on sales. 


Return on average invested capital in 1966 was 12.6 per cent, 
compared with 7.6 per cent in 1965. 


Net profit margin in 1966 was 4 per cent, compared with 2.7 per 
cent a year earlier. 


The entire 1966 net income resulted from operations, with no 
significant capital gains in either the past year or 1965. 


At year end, backlog reached a record level of $24,837,392, an 
increase of 66 per cent over 1965. 


The company ended the year in an excellent financial position. 
Shareholders’ investment increased more than 16 per cent to $16,347,258, 
equivalent to $15.63 per share, compared to $14,011,714, or $13.63 per 
share last year. 


As a return on shareholders’ equity, income in 1966 was equivalent 
to 19.2 per cent, compared to 11.6 per cent in 1965. 


Retained income amounted to $2,164,109, representing 80 per 
cent of total 1966 net earnings. The balance, $530,497, was paid to share- 
holders as dividends and represented a 43 per cent increase over the 
$371,047 in dividends paid in 1965. 


Dividends paid to shareholders in 1966 were within O/E/N’s policy 
to provide a reasonable and increasing cash return to shareholders, while 
allowing O/E/N adequate funds for reinvestment. 


The current 16 cents quarterly dividend rate, reflecting an increase 
declared by the Board of Directors on January 26, 1967, brings the annual 
dividend rate close to the levels of the late 1950s. 


Dividends, curtailed in 1961 to provide funds for O/E/N’s rebuilding 
and reorganization programs, have been steadily increased since 1963. 


During the year, capital expenditures amounted to $2,136,559, 
30 per cent higher than the $1,641,806 spent in 1965. Capital expenditures 
in 1967 are expected to approximate $3% million. 


Cash flow increased for the sixth consecutive year, rising in 1966 
to $4.47 per share, compared with $3.15 in 1965. Cash flow is expected 
to show further increases in coming years through anticipated greater 
earnings and continuing increases in depreciation and amortization ex- 
pense resulting from plant and equipment outlays to support planned 
expansion and growth. 


Working capital at December 31, 1966, was $11,572,717, an in- 
crease over 1965 of $1,721,149 or 17 per cent. 


The current ratio dropped to 1.6 for 1966, compared to 2.2 in 1965, 
reflecting heavy, but planned temporary short-term bank borrowings 
during the year to finance acquisitions as well as inventories, accounts 
receivable, and machinery and equipment to support expanded volume 
and to increase productive capacity. 


Various means of financing were studied early in 1966 to provide 
additional permanent capital to replace the short-term obligations. 


In the belief that dilution of shareholder equity would be offset in 
a relatively short period of time by increased earnings, a decision to sell 
common stock was made in mid-year at the height of the 1966 market 
surge. 


Subsequent substantial declines in the stock market, however, 
precluded a proposed offering of 300,000 shares of common stock in 
September, 1966, as not being in the best long range interests of either the 
company or its shareholders. 


Therefore, in late 1966, the company decided to sell $10 million 
of Convertible Subordinated Debentures. The offering took place in late 
March, 1967, and proceeds from the sale were used to repay the bank 
loans, which amounted to $8,640,000 at March 1, 1967, and to provide 
additional working capital. 


In 1967, financial management will concentrate efforts in two 
primary areas: 1) Maximum and efficient utilization of newly installed 
computer facilities, particularly the IBM System 360 equipment, for in- 
ventory and production control at the Oak Division, O/E/N’s major opera- 
tion and 2) Implementation of a cost control program. 


Under the cost control program, realistic percentages or targets of 
operating costs have been established for each O/E/N company. These 
targets relate to inventory turns, average inventory dollars, cost of sales 
elements, and individual items of selling, engineering and administrative 
expenses. 


Also included in this program is an evaluation of low margin profit 
products to determine whether or not a line should be discontinued. Prod- 
uct costs will also be subjected to analysis for possible transfer to other 
O/E/N facilities to achieve lower overall costs. 


O/E/N will continue to seek new and progressive methods of fiscal 
management while retaining, at the same time, its dedication to realistic 
accounting and financial practices. 


—_ Both approaches are recognized as being vital to the future success of O/E/N. 


SA tiobeges) 


TEN YEAR STATISTICAL REVIEW OAK ELECTRO/NETICS cose and subsidiaries 


1957 1958 1959 1960 
OPERATIONAL RESULTS 
rN faa g ESV Noa ee SUM Nein th eek a SU bees SUT te oes ea ‘ $20,875,613 $15,537,850 $18,442,747 $17,642,295 
HNEOMES TTEAOREES his tare! trees tieteieite och tala teste mpeheleeete = pane aE EES Ae 1,140,000 555,000 1,060,000 760,000 
INET INCOME (Fr bi ticia oe ec detaitas okaternitae atah rel et abeneret iets ereraieee 1,084,131 624,426 991,685 351,310 
NERHINCOME LAS os) OF SABES pms sain Be ety ae alee 5.19% 4.02% 5.38% 1.99% 
NET INCOME: PER: SHARE! saacicilitemebese secteee amtiieets $1.09 $ .63 $ .99 $ .36 
CASH DIVIDENDS tien iron ah tenn isis ontacc tee aetna earvareres $ 918,252 $721,483 $ 655,894 $ 653,869 
CASH DIVIDENDS PER SHARE........0..02ccreeee eens $ .92 $ .72 $ .66 $ .66 
FINANCIAL POSITION 
GURRENIHASS EMIS teem det ee ristae Goentici cece aa eee aie $ 9,097,015 $ 8,717,675 $ 7,610,203 $ 6,741,368 
GURRENDTE EWA IO IMESiee cencts scm hei sketet terete cher rchatntre PW OSs Si74 8. 1,562,931 2,237,331 1,914,445 
GRRE NITRA pot Siete ee ee tee en nn RSA ete 4.3 5.6 3.4 3.5 
WORIKING: CAP Ii Atay dedcn fonder) s aie octet ie axe cen eet terete $ 6,958,642 $ 7,154,744 ST bya ore $ 4,826,923 
PROPERTY, PLANT AND EQUIPMENT (NET).......-.-- 2,588,680 2,143,647 2,052,105 4,530,391 
LOMALM ASSETS y stench, We Cb icbiaie chen eatin a sateen 11,830,892 iis 8 393) 12,168,584 11,538,993 
BONG STERM DEBI etn eater i ete ois tae = — = eels 
RETAINED EARNINGS— _ Increase (Decrease) for year... 165,879 (97,057) 335,791 (302,559) 
NET WORTH (SHAREHOLDERS’ INVESTMENT) ......... 9,692,519 9,595,462 9,931,253 9,511,548 
BOOKW/ALUE PERISHARE sina wil rue tones ete $9.71 $9.61 $9.95 $9.65 
GENERALE STATISTICS 
RETURN ON NET WORTH-BEGINNING .............0- 11.41% 6.44% 10.33% 3.54% 
RETURN ON INVESTED CAPITAL—AVERAGE.......... 11.30% 6.47% 10.16% 
CAPITAL EXPENDITURES (Excluding acquisitions)....... $507,320 Se 8725 $ 276,851 
DEPRECIATHONRerAM@RTIZATION |...) se deeees ceca ote 433,682 406,299 380,836 
CASS EeOWROME@PERATIONS wick ese duces dae edute She Sls 1,030,725 1372521 
CASH OWRPERUSHARE oo). .i ilies atdeaneddlnneeaeuc $1.52 $1.03 ; 
SAR ese WS VANDDUINGH. hls yo alee dng ces nae feuias 998,223 998,223 
NUMBER OF SHAREHOLDERS! 2.20.2) leet eel 4,079 4,134 
NUMBER OF IEMPILOV EES Ran ainsi cucunsimtars ailerl Mh mit yE PMO Poa 2,018 
SAWARIES Si WAGES oi Nils StH TM AMMAN si aati tA NL $ 9,585,159 SU ae Siesta Perce Feb 
COMMON STOCK PRICE RANGE .........0.000ccc eevee ee 13% - 8% ' TBs Oise 


Where applicable, figures reflect pooling of interests treatment of Hart Mfg. Corp., Indiana, acqu 


1961 1962 1963 1964 LI6S 1966 


$23,332,976 $30,979,873 $40,436,593 $48,816,081 $54,624,884 $67,312,021 
630,800 849,709 1,138,415 1,343,500 1,347,500 2,548,000 
571,177 904,723 969,273 1,163,100 1,492,712 2,694,606 
2.45% 2.92% 2.40% 2.38% 2.73% 4.00% 
6 57 $ .87 $ .94 $1.13 $1.45 $2.58 
$ 65,579 $ 68,706 $ 205,201 $ 269,705 $ 371,047 $ 530,497 
$ .07 $ .07 $ .20 $ .26 $ .36 $ 51 
$ 7,392,561 $10,996,285 $12,449,291 $14,881,841 $18,287,544 $29,963,074 
2,572,479 4,585,324 5,821,937 5,872,535 8,435,976 18,390,357 
2.9 2.4 out 2.5 2.2 1.6 
$ 4,820,082 $ 6,410,961 $ 6,627,354 $ 9,009,306 $ 9,851,568 $11,572,717 
5,468,026 7,790,956 8,986,991 10,300,254 11,182,628 11,761,089 
13,133,625 19,454,960 22,111,165 25,816,267 29,912,039 42,331,104 
225,000 3,061,747 3,994,347 6,523,541 6,757,579 6,782,171 
505,598 | 836,017 764,072 893,395 1,121,665 2,164,109 
10,161,146 11,536,738 11,976,138 12,862,753 14,011,714 16,347,258 
ae $10.18 $11.04 $11.67 $12.54 $13.63 $15.63 
Nae IR ie Te lOc RT a 
i 
vi 6.01% 8.90% 8.40% 9.71% 11.60% 19.23% 
5.78% 7.78% 6.30% 7.31% 7.55% 12.63% 
Ss 1,255,536, $ 1,051,206 $ 1,975,523 $ 2,822,618 $ 1,641,806 $ 2,136,559 
Me 736,052 1,033,230 1,269,824 1,533,049 1,749,814 1,981,568 
ee 807,229 1,937,953 2,239,097 2,696,149 3,242,526 4,676,174 
a $1.31 $1.85 $2.18 $2.63 $3.15 $4.47 
Piel) (998,073 1,044,993 1,026,093 1,025,493 1,028,118 1,045,678 
3,951 3,993 3,833 3,907 3,965 4,115 
ih it ihe ¥2\828 4,019 4,340 5,932 6,450 8,028 
$10,788,568 $13,433,321 $15,764,374 $19,874,117 $20,712,512 $24,835,677 
12% - 9% 13% - 8% 11% - 8% 14% - 9% 20% - 10% 30% - 17 


) Where applicable, common share data adjusted to reflect 50% stock distribution made on August 12, 1966. 


ae 


i) ve 7 ‘ 


s ia 
ru) a 
i 


4 if a } ue iW 
eal Me Pi 


ie va) ‘ 
ae i 
i 


Jos 
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THE PRESIDENT 


Net Sales $67,312,021 $54,624,884 23% 
Income Balore Income Taxes 5,242,606 | 2,840,212 + 85% 
Provision tor Income Taxes j 2,548,000 | 1,347,500 + 89% 
Net Income a 2,694,606 | 1,492,712 + 81% 
Net Income Per Share ah $2.58 } $1.45 + 78% 
Cash Dividends Paid $ 530,497 $ 371,047 + 43% 
Shareholders’ Investment $16,347,258 $14,011,714 + 17% 
Book Value Per Common Share $15.63 $13.63 + 15% 
Number of Shareholders 4,115 3,965 + 4% 


Number of Employees 8,028 6,450 + 24% 


The past year was the most successful and eventful in the history of OAK 
ELECTRO/NETICS CORP. Major 1966 achievements were: 


— Record sales and earnings of $67.3 million and $2.7 million, respectively. 


— Strengthening of the O/E/N product line through acquisition and product develop- 
ment. 


— Two dividend increases, the second in conjunction with a 50 per cent stock 
distribution. 


— New research facilities in the U.S. and abroad. 
— Increased operating and production efficiencies in most divisions. 

O/E/N emerged from this period of profit and continuing transition as a strong, 
diversified corporation with the research and development orientation necessary for 
further penetration of its markets and continued leadership in electronic components. 

Industry experts predict that the market for electronic components will increase 


approximately 50 per cent during the next nine years, from $3.9 billion in 1966 to 
nearly $6 billion in 1975. As a result, O/E/N should also enjoy continuing long-range 


growth in coming years. 
EN (o 


E. A. Carter 
PRESIDENT AND CHAIRMAN 


GENERAL OFFIC 


Crystal Lake, Illinois 


ES 


ANNUAL MEETING 


The Annual Meeting of the Corporation 
will be held in Crystal Lake, Illinois, 
at 10:00 A.M., May 5, 1967. 


STOCK TRANSF 


ER AG 


ENits: 


Continental Illinois National Bank 
and Trust Company of Chicago 


Chicago, Illinois 


United States Trust Company of New York 


New York, New York 


REGISTRARS 


The First National Bank of Chicago 


Chicago, Illinois 


Manufacturers Hanover Trust Company 


New York, New York 


STOCK EXCHANGES 


American Stock Exchange 
Midwest Stock Exchange 


OAK ELECTRO/NETICS cae and subsidiaries 


CONSOLIDATED STATEMENTS OF INCOME FOR 


THE: YEAR'S ENDED DECEMBER VSL; 


SELLING, ENGINEERING AND 


ADMINISTRATIVE EXPENSES........ 


Income from operations...........-- 


OTHER INCOME (EXPENSE), net: 


Interest expense..... 


Miscellaneous, net... 


Income before income taxes......... 


PROVISION FOR INCOME TAXES....... 


Net income (Note 1). 


Per outstanding share 


19S6G6Grandy loos 


1966 1965 
$67,312,021 $54,624,884 
51,881,723 43,303,796 
$15,430,298 $11,321,088 
9,828,165 8,161,111 


$ 5,602,133 


SS OOO, 


$ (619,430) 
259,903 


$ (438,175) 
118,410 


$n B59527) 


$ 5,242,606 


2,548,000 


$ (319,765) 
$ 2,840,212 


1,347,500 


$ 2,694,606 


$ 1,492,712 


$2.58 


$1.45 


The accompanying notes 


CONSOLIDATED STATEMENTS OF SOURCE AND 
APPLICATION OF FUNDS FOR THE YEARS ENDED 


DECEMBER 31, 1966 and 1965 (Note 1) 


1966 1965 

SOURCE: 

NetincOnneliniels nine) nau lgme toe tht $ 2,694,606 $ 1,492,712 

Depreciation and amortization.......... 1,981,568 1,749,814 

Proceeds from long-term debt........... 24,592 234,038 

Increase (decrease) in deferred income taxes 52,320 (27,798) 

@thenitems Metis cemursa wees acsibaasneeds 28,038 343,169 

$ 4,781,124 23) ASNT IS) 

APPLICATION: 

Net additions to plant and equipment 

(including acquisitions in 1966 

ANCULOO DMN Otem)itn stewing sretreelee tect: $ 2,529,478 $ 2,578,626 

(Gacialialiatelstifebian Cuno boGree arc raere 530,497 371,047 

Increase in working capital.............. 1,721,149 842,262 


are an integral part of these statements. 


CONSOLIDATED STATEMENTS OF PAID-IN SURPLUS 
FOR THE YEAR'S ENDED DECEMBER) 31, 1966 and 1965 


1966 1965 


BALANCE, BEGINNING OF YEAR, 
ZAS) RESTATED (Note it) ents imapicentaek ee $ 1,671,011 


ADD (DEDUCT) (Note 3): 


Excess of option price over par value of 
previously unissued common stock or 
cost of treasury stock sold under option 
Fa) ETOH POPan Es PSH ERG OU TASS Ne PURE ME 36,207 1,986 


Transfer to common stock account for stock 
distribution of one additional share for 


$ 1,669,025 


every two issued shares............... (348,304) — 
Purchase of fractional shares not issued in 
connection with stock distribution ...... (23,336) — 
BALANGE) END) OF WEARS uaktor ma Ugil Qh $ 1,335,578  $ 1,671,011 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 
FOR THE YEARS ENDED DECEMBER 31, 1966 and 1965 


1966 1965 
BALANCE, BEGINNING OF YEAR, 
ASNRESTATEDA (NOt T)iiaie rn iaeee certs alesse ear $11,827,770 $10,706,105 
ADD (DEDUCT): 
Net income for the year................00- 2,694,606 1,492,712 
Cash dividends paid ($ .51 per share in 1966 
and $ .36 per share in 1965).......... (530,497) (371,047) 


BALANCE, END OF YEAR (Note 2)............ $13,991,879 $11,827,770 
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ASSES 
To the Stockholders and 
the Board of Directors, 
CURRENT ASSETS: 1966 1965 
OAK ELECTRO/NETICS cose (ort eM V ea Pala ttiasents can UReL RIO gee any eeu VU a fan (Lt) $ 2,485,485 $ 1,623,843 
Receivables, less reserve of $250,000 in 1966 
We have examined the consolidated balance sheets ANG: 5.150 OOO OG 5 eee teers tae ee ete ereeval ce stect) encase pee 10,394,862 6,663,241 
of OAK ELECTRO/NETICS CORP. (a Delaware 
corporation) and subsidiaries as of December 31, Inventories, at the lower of first-in, first-out cost 
1966 and 1965, and the related consolidated state- (last-in, first-out for one subsidiary) or market...........-.... 17,082,727 10,000,460 
ments of income, retained earnings and paid-in 
By Aiell ata anidectan her vearel thenrendene ce Total{Guinmentrassets is hice titoisienee atten eee $29,963,074 $18,287,544 | 
examinations were made in accordance with gener- 
ally accepted auditing standards, and accordingly 
included such tests of the accounting records and 
such other auditing procedures as we considered PLANT AND EQUIPMENT, at cost: 
necessary in the circumstances. [Bet Yo paeveeneeeane MCE nom ortofei Miche an Hal eacasvares pes BAU et aa/pie ltrs pk As e SSS TASS $ 747,231 
Ini ode Nonifianalt etic onmmanvinelicensdicered Burilotimgs ta sesta ee setae aD) tte ned eS nets Re a A 7,513,488 ABA 7e5d i 
balance sheets and consolidated statements of in- Machineryeand equiomentianrnsmistcmieri rican el aan cy petite eee cee 11,469,903 9,899,606 
come, retained earnings and paid-in surplus, and $19,755,126 $17,964,348 
funds present fairly the financial position of OAK ; 
ELECTRO/NETICS CORP. and subsidiaries as of | 
December 31, 1966 and 1965, and the results of Less-Accumulated| depreciationy = austria eae eae a eon 7,994,037 6,781,720 
their operations and the source and application of $11,761,089 $11,182,628 
funds for the years then ended, in conformity with 
generally accepted accounting principles consis- 
tently applied during the years. 
OTHER ASSETS: 
Prépaidsinsuiramcey mmterestwer@. tie eel wala eee eae net estl Eun erence SEAS Seo $ 265,962 | 
| 
ARTHUR ANDERSEN & CO. Patentstat: cost lasstamortizatianieeay iene tee i tein nee en nee eee 153,813 175,905 | 
Chicago, tino $606,941 $441,867 | 
eae $42,331,104 $29,912,039 | 


February 6, 1967. 


BAPANCE SAE EmS 


LIABILITIES 


CURRENT LIABILITIES: 


Notes payabledto:bamki(Note4)e die. jeu) ict adluue sees eabracee 
Accounts payable and accrued expenses..........----+-2+000085 


AGGHUEOFIMEOMERTAXES cer drei dace Natal aera oasne Teta bukit eae oebets nisi ste 


LONG-TERM DEBT: 
HUEMOte pay avlen(Notec2 unica cue w shie vonty iain «(atuays tials ee 


Notes payable of subsidiaries, payable 
insvaniable:annual amounts tov1 986i oe acs en acs he 


MINORITY INTEREST IN CONSOLIDATED SUBSIDIARIES............ 


SHAREHOLDERS’ INVESTMENT (Notes 1, 2 and 3): 


Common stock, $1 par value, authorized 2,000,000 shares, 
1,047,628 shares issued in 1966 and 697,144 in 1965........ 


[Pieltial WITOLMS a soso Gualteneue Begh Lia elaad atlas Gian Weecwmentazir ston 
Retained anim eseema metres wancebe ete senseeene utr ranychaoe ter neABtE ects 


Less-Treasury stock, at cost (1,950 shares in 1966 
ENGL 2 ONSINAnESHIN [Oy erake me eens ects HBAS rial Hee 


1966 


$ 8,140,000 


8,390,793 


1,859,564 
$18,390,357 


$ 473,000 


$ 6,500,000 


282,171 


$ 6,782,171 


91 338/318 


$ 1,047,628 
1,335;576 
13,991,879 


(27,827) 


$16,347,258 
$42,331,104 


1965 


$ 2,040,000 


Spl Kevsrdl ys) 


228/797, 
$ 8,435,976 


$ 420,680 


$ 6,500,000 


DSA eyes) 
Seo 7ocb79 


$ 286,090 


$ 697,144 
1,671,011 
11,827,770 


(184,211) 


$14,011,714 
$29,912,039 


December 31, 1966 and 1965 


Notes 


@-PRINGCIPEES OR 
CONSOLIDATION: 


The consolidated financial statements include the 
accounts of the Company and all of its subsidiaries. 
The Company purchased certain assets and the busi- 
ness of an electronic relay manufacturing company 
on August 1, 1966, for approximately $2,000,000 
cash. In October, 1966, the Company acquired 
Hart Mfg. Corp., an Indiana corporation, by issuing 
15,000 shares of its common stock (after one for two 
distribution). The latter acquisition has been ac- 
counted for as a pooling of interests and conse- 
quently the operations of Hart have been included 
in the accompanying consolidated financial state- 
ments for 1965 and 1966. 


(2) 5% NOTE PAYABLE: 

The note payable is due $400,000 annually from 
1969 through 1983 and $500,000 in 1984. The loan 
agreement provides, among other things, that the 
Company will not pay cash dividends in excess of 
$1,000,000 plus consolidated net income, as de- 
fined, accumulated since December 31, 1963. At 
December 31, 1966, $5,127,000 of consolidated 
retained earnings was not subject to the above re- 
striction. 


(3) CAPITAL STOCK: 


On August 12, 1966, the Company issued 348,304 
shares of common stock in connection with a stock 
distribution of one additional share for every two 
issued shares. A cash payment of $23,336 was made 
for fractional shares. 

Under stock option plans, 70,219 shares of the 
Company's common stock are reserved for issuance 
to officers and key employees. During 1966, options 
to purchase 21,375 shares at $18.42 per share were 

ranted, and options to purchase 12,767 shares at 
$1127 per share and 5,092 shares at $11.40 per 
share were exercised. At December 31, 1966, op- 
tions for 69,094 shares were outstanding. 

Authorized capital stock included 400,000 shares 
of no par preferred stock, none of which was issued 
at December 31, 1966. 


(4) PROPOSED FINANCING: 

The Company is presently negotiating for the sale of 
$10,000,000 of subordinated convertible debentures. 
It is anticipated that the terms of the debentures will 
be finalized in March, 1967. The Company intends 
to use the proceeds for the payment of notes payable 
to bank of $8,140,000 and the remainder for work- 
ing capital. 
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OAK ELECTRO/NETICS Sone 


THE O/E/N PERFORMANCE 


O/E/N’s record sales and earnings in 1966 resulted from increased 
customer demand for all major products, new acquisitions and improved 
operating efficiencies and productivity at principal subsidiaries and 
divisions. 


SALES 
Consolidated net sales reached a record $67,312,021, a 23 per 
cent increase over the $54,624,884 reported in 1965. 


EARNINGS 

Net income was up 81 per cent to a record $2,694,606, equivalent 
to $2.58 per share on 1,045,678 common shares outstanding at year end. 
Earnings in 1965 were $1,492,712, or $1.45 per share on 1,028,118 
shares. 


5O) PER ee Nit 
STOCK DISTRIBUTION DECLARED 

Outstanding shares for both year ends reflect the 50 per cent 
stock distribution made on August 12, 1966 to shareholders of record 


as of July 26. 
OAK and HONG KONG LEAD IMPROVEMENT 


Significant profit improvements were made by Oak Manufacturing 
Co., O/E/N’s principal division, through improved productivity and Oak 
Electro/netics Corp. (Hong Kong), which operated profitably throughout 
the year after experiencing heavy start-up and expansion costs during 
most of 1965. 

All other subsidiaries and divisions contributed to sales and earnings 
growth with the exception of Oak Electro/netics Holland and Noble-Oak 
in Japan. 


DIVIDENDS INCREASED TWICE 


On January 27, 1966, the quarterly dividend on the common stock 
was increased for the fourth consecutive year, from 15 cents per share 
to 17% cents. Following the stock distribution, directors declared a quar- 
terly dividend of 14 cents per share on the split shares, equivalent to 21 
cents on the old shares, effecting the second dividend increase during 
the year. 


BACKLOG HIGHEST IN HISTORY 


Further indication of the year’s success was reflected in an approx- 
imate $25 million order backlog, largest in history, with which O/E/N 
began 1967. The figure was two-thirds higher than the $15 million re- 
corded at the end of 1965 and generally comprised the same balance of 
industrial, consumer and military electronics business as experienced 
throughout 1966. 


MARKET SALES SHOW BALANCED GROWTH 


Sales to major segments of the electronics market in 1966 were 
similar to those of the previous five years, reflecting O/E/N’s ability to 
successfully balance growth among its various component lines. 


1966 1965 1964 1963 1962 


Television Tuners............ 37% 38% 37% 29% 34% 
Industrial Electronics......... BOY 25 20027 o 82 ome 27.6 
Appliance Controls.......... 8% 14% 16% 18% 10% 
Military Electronics.......... 13% 13% 15% 15% 18% 


Other Consumer Components.12% 10% 5% 6% 11% 


Lessening dependence on the television industry remains a primary 
O/E/N objective, a difficult task when related to the equally strong deter- 
mination to perpetuate and strengthen it’s existing tuner market position. 


The Oak Division’s historic position as one of the nation’s leading 
producers of rotary and pushbutton switches was also maintained as sales 
of these two major products, second in volume only to tuners, showed a 
combined increase of 30 per cent in 1966 over the previous year. Princi- 
pal uses for Oak switches are in industrial test equipment, computer ap- 
plications and other sophisticated electronic gear. 


Increased switch sales, combined with new relay volume from 
Phillips-Advance, contributed to the increase in sales to the industrial 
electronics market. 


Sales of appliance products dropped in 1966 as a result of a decline 
in housing starts in England and Canada, and discontinuance of the mar- 
ginally profitable dryer timer line by the Oak Division late in 1965. 


Military business for switches, solenoids, quartz crystals and filters, 
relays and indicator lights increased 24 per cent. Military sales as a 
per cent of total 1966 volume remained stable, however, due to successful 
and comparable growth in serving other electronic markets. 


MANAGEMENT 


A long-planned functional reorganization of management respon- 
sibilities, made early in 1966, improved communications between cor- 
porate and operating managements and provided better implementation 
of O/E/N’s formal Five Year Plan, in effect since 1960. 

Robert T. McTigue was named Vice President and Director of 
Domestic Operations, and Carl J. Bradshaw, formerly Director of Far 
Eastern Operations, was elected Vice President and Director of Foreign 
Operations. 

Morgan H. Cooper, Director of Planning, was elevated to Vice 
President, Corporate Development, succeeding Mr. McTigue, and John 
Cassato was elected Vice President, Corporate Relations. 

The Board of Directors was strengthened with the additions of 
Albert A. Morey, Chairman of the Board, Marsh & McLennan, Inc., and 
Harry W. Petherick, Chairman of O/E/N’s English subsidiary, Diamond H 
Controls Ltd. 

Numerous management promotions were made by various sub- 
sidiaries and divisions throughout the year to keep pace with growing 
operations. Virtually all were from within the O/E/N organization, re- 
flecting growing internal management capability. 


TWO ACQUISITIONS 
STRENGTHEN MARKET POSITION 


Growth through acquisition continued in 1966 with the purchase 
of Phillips-Advance Control Co. of Joliet, Illinois, and Phillips Control 
Corp. of Puerto Rico from Eckmar Corp. for approximately $2 million. 
Both Phillips-Advance and Hart Manufacturing Co., another O/E/N sub- 
sidiary, produce industrial, commercial and military relays, and the com- 
bination provides the corporation with one of the industry’s broadest 
lines of relay products. 

In December, the Joliet operations of Phillips-Advance, consisting 
of administrative, engineering and manufacturing functions, were con- 
solidated with those of Hart in Hartford, Connecticut. Operations at San 
Juan, the major assembly plant for Phillips-Advance, were unaffected by 
the move. 

Substantial vertical expansion for the Oak Division was achieved 
with the acquisition in October of Hart Mfg. Corp. of Mishawaka, Indiana 
(renamed Hart-Indiana). The acquisition was made for 15,000 shares of 
O/E/N common stock which represented a market value of approximately 
$450,000. Hart-Indiana provides Oak with additional capacity and flex- 
ibility in tooling, diemaking and fabricating to support increasing volume. 


FAR EAST EXPANDED AND REORGANIZED 


In July, O/E/N Hong Kong expanded its TV tuner assembly facilities 
to 72,000 square feet, which afforded a 25 per cent increase in production 
capacity to four million units annually. 

In. December, the corporation received Korean government 
approval to construct a television tuner assembly plant near Seoul. The 
Korean operation, not scheduled for construction as yet, will serve as a 
support facility for Hong Kong with a capacity of one million units annually. 

Concurrent with Hong Kong’s growth and the planned expansion 
in Korea was the transfer of O/E/N’s Far Eastern headquarters from Noble- 
Oak Ltd., a 75 per cent-owned subsidiary in Japan, to Hong Kong. Late 
in the year, Noble-Oak’s TV tuner production was phased out and the 
Operation converted to a component .assembly plant serving Japanese 
customers. 


RESEARCH AND DEVELOPMENT 


Increasing attention was turned to R & D activities in 1966 as new 
corporate basic research facilities were established in Madison, Wisconsin, 
and tuner laboratories initiated or strengthened in Hong Kong, Japan and 
Holland to adapt U.S. designs to Far Eastern and European market re- 
quirements. 
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PERFORMANCE OF DOMESTIC G/E/N OPERATIONS 


The four domestic companies in the O/E/N group continued as 
major contributors to total corporate sales and earnings in 1966. The strong 
U.S. economy sparked a sales rise which resulted in the domestic com- 
panies registering 87 per cent of total O/E/N sales in 1966. 
Apart from meeting unprecedented customer demands for their 
products, domestic O/E/N companies continued to fulfill the increasing 
Robert T. McTigue needs of the electronics industry for greater component performance 
Vice President & Director and diversity through the introduction of a variety of new products, 
Domestic Operations materials and engineering concepts. 


Employee relations remained excellent throughout the year as evi- 
denced by the continuing preference for union-free relationships by more 
than 80 per cent of O/E/N employees. Only one labor contract was negoti- 
ated in 1966, a two-year agreement at Elkhorn, Wisconsin, and one is 
scheduled for 1967, covering the 70-man tool room at Crystal Lake. 


OAK MANUFACTURING CO. DIVISION 

Crystal Lake, Illinois; Elkhorn and Kenosha, Wisconsin. 

HART-INDIANA 

Mishawaka, Indiana 

Principal Products: Rotary and Pushbutton Switches; Television 
Tuners; Rotary Solenoids 

Principal Applications: Television Sets; Data Processing Equipment; 

Industrial Controls; Test Instruments 


1966 Market Sales: 52% TV Tuners; 19% Consumer; 16% Industrial; 
13% Military 
1966 sales up 22% over 1965. 


In addition to reporting significant increases in tuner and switch 
sales, the Oak Division more than doubled sales of rotary solenoids 
(electrically actuated switches) by broadening and adding to the line. 


Concurrent with the volume increases were the introduction, 
refinement or completion of several programs designed to increase ef- 
ficiencies and improve profitability. 


Among them were: 1) introduction of full scale management 
development programs for supervisory personnel; 2) installation of an 
IBM system 360 computer; 3) preparation for a data collection system 
which, when coupled with the computer, will greatly improve material and 
production control; 4) product standardization programs to reduce man- 
ufacturing costs while providing better customer service, delivery and 
quality; 5) mechanization of fabricating operations; 6) full use of flex- 
ible budgeting for improved cost control, and 7) development of plant- 
wide quality assurance procedures. 


Oak Division operations in 1966 were also highlighted by the 
introduction of several new switch products to meet the changing tech- 
nological requirements of the electronics industry. Many of these products 
featured new metals, plastics and operating characteristics which not only 
improved quality and performance, but permitted lower cost manufacture 
and assembly. 


An important contribution to the Oak Division’s production 
capability was the opening of a 12,000 square foot tuner assembly 
plant in Kenosha, Wisconsin in October. The plant helped relieve labor 
shortage problems at the principal domestic tuner plant in nearby Elkhorn, 
permitting the company to keep pace with orders. 

Similarly, the Hart-Indiana acquisition expanded the company’s 
tooling and fabricating facilities to meet growing customer needs. 


MCCOY ELECTRONICS COMPANY 

Mt. Holly Springs, Pennsylvania 

Principal Products: Quartz Crystals and Crystal Filters 

Principal Applications: Communications Equipment; Frequency Standards 
1966 Market Sales: 60% Industrial; 40% Military 

1966 Sales up 24% over 1965 


MCCoy Electronics continued as one of the industry's leading 
quality producers of quartz crystals and crystal filters for sophisticated 
military and industrial communications equipment. 


High frequency crystals remain the company’s major product, 
accounting for 67 per cent of 1966 sales. High frequency filters, next in 
importance, accounted for 21 per cent of sales. The trend toward increased 
use of glass encapsulated and cold weld crystals continues. 


Among significant achievements during 1966 was the introduction 
of low cost, high frequency crystals for such applications as small private 
aircraft and sophisticated industrial two-way mobile communications. 
These new, low unit cost markets became penetrable because of MCCoy’s 
newly-developed ability to maintain traditional quality with the intro- 
duction of such automated techniques as plating to frequency with vapor 
and mass etching, polishing and finishing. 


MCCoy has broadened its marketing opportunities through the 
development of high frequency filters and expanded its line of temperature 
compensated crystal oscillators for communications applications. 


MCCoy continually moves toward cost reduction through mech- 
anization and in 1966 developed new lapping and polishing techniques 
which have increased production per employee. In some lapping opera- 
tions, output per operator has more than doubled. 


Mass plating and finishing were achieved through automatic, 
rather than manual timing techniques previously utilized. The process is 
effective principally in the lower frequencies (1 to 4 mc) and in larger 
unit quantities (100 or more). 
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Domestically, O/E/N operates twelve plants with 631,000 square feet of 
space at eight locations, including Puerto Rico. Sales to original equip- 
ment manufacturers are handled by more than 125 technically-trained 
company salesmen and manufacturers’ representatives. Although more 
than 95 per cent of O/E/N products are designed to individual customer 
specifications, a wide variety of standard components are sold through 
40 distributors in key U.S. electronic markets. 


MARCO-OAK INDUSTRIES 

Anaheim, California 

Principal Products: Illuminated Pushbutton Switches; Panel Indicator 

Lights; Rotary Switches 

Principal Applications: Communications and Data Processing Equipment; 
Control Panels for Aerospace and 
Industrial Applications. 

1966 Market Sales: 45% Industrial; 45% Military; 10% Consumer 

1966 sales up 60 per cent over 1965 


Marco-Oak turned in the greatest sales percentage increase of all 
domestic O/E/N companies. 


Higher volume resulted from increased military orders, the broaden- 
ing of its product line and the introduction of automated manufacturing 
techniques. 


Despite the high proportion of Viet Nam-inspired sales in 1966, 
Marco-Oak has, since its acquisition by O/E/N in 1963, successfully 
reduced its dependence on military business, Government sales during 
the year represented 45 per cent of total volume, compared with 75 per 
cent three years ago. 


New lighted switches and indicator lights, the addition of Oak 
rotary solenoid production and the build-up of West Coast customers 
for Oak Division rotary switches has brought-about the more desirable 
market balance. 


Continuing trends toward accelerated usage of panel lights and 
illuminated switches in such applications as test equipment, massive 
power panels for control of water, gas and electricity, computers, broad- 
cast equipment and commercial and private aircraft suggest outstanding 
growth potential for Marco-Oak in the industrial electronics field. 


HART MANUFACTURING CO. 
Hartford, Connecticut 
Principal Products: Relays; Appliance Controls; Switches 
Principal Applications: Electrical and Electronic; Home Appliances 
1966 Market Sales; 30% Appliance Controls; 3% Consumer; 

33% Industrial; 34% Military; 
1966 sales up 61 per cent over 1965. 


Hart sales and earnings increased in 1966 principally from the ad- 
dition of Phillips-Advance operations from time of acquisition August 1, 
1966. Phillips-Advance produces approximately 50 basic types of military, 
commercial and industrial relays and none overlap the Hart line of heavier 
duty products. 


Approximately 90 per cent of the new division’s production 
requirements are met by the Puerto Rican assembly facility with U.S.- 
fabricated parts. Hart relays and the balance of the Phillips-Advance line 
are produced at Hartford. 


The anticipated favorable impact of the Phillips-Advance purchase 
on the Hartford company’s sales and profitability will be derived from: 
1) the considerably broader line of relays available to Hart customers 
and, 2) the ability to phase out low profit appliance controls which have 
evidenced unpromising futures. 


The latter move is consistent with O/E/N’s policy to abandon 
product areas deemed incapable of meeting its quality and profit objectives. 


Consolidation of Phillips-Advance, Joliet with Hart operations 
will generate a sales and production requirement to permit the elimination 
of certain products without adversely affecting employees or the sub- 
sidiary’s profit position. 


Apart from Phillips-Advance, Hart in 1966 benefited from good 
demand for appliance switches, particularly for air-conditioners and 
relays for photo and office copying equipment. 


1967 Outlook 

Although the general economic outlook for 1967 is problematical, 
production of electronic equipment is expected to continue to increase 
at rates higher than most other sectors of the economy. The impact of a 
downturn should be cushioned by sales to new and expanding markets 
as the influence of electronic technology is more strongly felt in new 
industrial, military and commercial developments. 


In order to minimize the effect of a pause in our economy on 
O/E/N operations, a cost control plan was initiated in February, 1967, 
to establish priorities for capital programs and institute cost reduction 
programs at all operational levels. 


With or without an economic leveling off, domestic O/E/N opera- 
tions should end 1967 with new basic strengths. 


CA Ais 


— > PERFORMANCE OF INTERNATIONAL O/E/N OPERATIONS 


X 


O/E/N international sales increased 29 per cent over 1965. All 
seven companies, except O/E/N Holland, contributed to profits during 
the year. Noble-Oak Ltd., the 75 per cent-owned Japanese subsidiary, 
operated at a profit during the year but costs related to its conversion 
from a tuner assembly to sub-assembly plant resulted in a slight loss. 


Although the growth rate of international operations trailed those 
of domestic O/E/N companies, their 1966 performance was good in view 
of the economic difficulties in Canada, England, Continental Europe and 
South Africa. 


Inflationary curbs and tight money restrictions resulted in lower 
home building starts and lower consumer appliance output—important 
markets to three appliance control-oriented O/E/N companies, Oak-Hart, 
Diamond H Controls and Diamond H Switches. 


The relatively good performance of these three companies resulted 
from several varying factors: 1) diversification into other O/E/N compo- 
nent lines, particularly switches and tuners; 2) the strength of their quality 
product reputations which permitted greater penetration of shrinking 
markets; 3) ability to institute cost reduction programs at the product and 
general operating levels and, 4) introduction of new products. 


Carl ]. Bradshaw 
Vice President & Director 
International Operations 


DIAMOND H CONTROLS LTD. 
Norwich and London, England 
Principal Products: Appliance Controls; Relays; Oak Rotary Switches 
Principal Applications: Electric Ranges; Electrical Equipment 
1966 Market Sales; 63% Appliance Controls; 9% Consumer; 
13% Industrial; 15% Military 
1966 sales up 1% from 1965. 


Diamond H Controls reported significantly higher profits on ap- 
proximately the same sales as in 1965 as it surmounted severe Govern- 
ment-imposed restraints which were introduced to correct Great Britain’s 
balance of payments position. 


The company partially offset the resultant decline in appliance 
control volume through greater market penetration among electronic 
range producers, particularly with its energy regulator line. 


The increased demand for relays from office copying equipment 
customers and the aircraft industry, combined with the successful intro- 
duction of Oak Division-designed rotary switches into the English market, 
helped sustain total volume. 


Profit improvement resulted from product cost reduction through 
improved design and greater efficiencies and production capacity afforded 
by the company’s new (1964) plant in Norwich. 


The cost reductions offset price pressures on appliance products 
and general wage increases for hourly employees. 


DIAMOND H SWITCHES (S.A.) PTY., LTD. 

Durban, South Africa 

Principal Products: Electrical Switches; Energy Regulators; 
Thermostats; Indicator Lamps 

Principal Applications: Electric Appliances; Industrial Electronics; 

1966 Market Sales: 90% Appliance Controls; 5% Consumer; 
5% Industrial 

1966 sales up 5 per cent over 1965 


Mid-year government regulated credit restrictions were partially 
countered by Diamond H Switches with increased penetration of South 
Africa’s expanding appliance market. 


Mechanization, cost reduction programs, new products—notably 
an energy regulator for the growing electric range market—and savings 
resulting from in-plant manufacture of components formerly purchased, 
all contributed to improved operations. 


As a result, both sales and earnings of the Durban company 
increased from 1965. 


Construction plans for a 25,000 square foot plant in Pietermaritz- 
burg, 50 miles north of Durban, remain in abeyance until the length and 
impact of the South African government's credit curbs can be related to 
the future economic growth outlook. 
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CANADA/ENGLAND/ HOLLAND /SOUTH AFRICA/JAPAN/ HONG KONG 


OAK-HART MANUFACTURING (CANADA) LTD. 

Aurora, Ontario, Canada 

Principal Products: Home Appliance Controls; Switches; Relays 

Principal Applications: Electric Ranges; Electrical and Electronic 

Equipment 

1966 Market Sales: 57% Appliance Controls; 26% Consumer; 
4% Industrial; 6% Military; 7% TV Tuners 

1966 sales down 2 per cent from 1965 


The value and significance of product “cross pollination” among 
O/E/N companies was evidenced by Oak-Hart in 1966. 


At the time of acquisition in 1962, Oak-Hart was identified solely 
with the appliance industry. The introduction of Oak switches in 1964 
and television tuners in 1966 resulted in a better balanced product mix. 


Oak-Hart’s 1966 sales and earnings declines resulting from re- 
ductions in housing starts and appliance output were cushioned by strong 
sales of Oak Division component products. 


New product development was accelerated and the introduction 
of other O/E/N products into the Canadian market are planned for 1967 
to further lessen Oak-Hart’s dependence on one segment of the economy. 


OAK ELECTRO/NETICS CORP. (HONG KONG) LTD. 
Kowloon, Hong Kong, British Crown Colony 

Principal Products: Television Tuners 

1966 sales up 97 per cent over 1965 


Oak-Hong Kong which, during the year, became the corporation’s 
principal television tuner assembly facility, operated at near capacity 
in 1966. Its entire production was taken by the Oak Division for U.S. 
customers. 


Increasing demand for tuners resulted in the leasing of an additional 
17,000 square feet of production space in Hong Kong and at year end, 
the facility occupied 72,000 square feet, with an annual production 
capacity of four million tuners. 


To accelerate tuner delivery, land and sea shipments were aug- 
mented with air charter flights of completed units from Hong Kong to 
U.S. customers. 


Oak-designed tuners continue to be assembled in Hong Kong 
from parts fabricated in Crystal Lake but late in the year, a small fabrication 
facility was established in a planned program to better integrate Far 
Eastern tuner operations. 


In conjunction with the Hong Kong expansion, tuner operations at 
Noble-Oak in Japan were transferred to Hong Kong to better facilitate 
cost, quality and production control. Noble-Oak will continue operations 
as a component and end product assembly facility under sub-contract to 
Japanese electronics firms. 


OAK ELECTRO/NETICS HOLLAND N.V. 

Emmen, Holland 

Principal Products: TV Antennas; Oak Rotary Switches 

Principal Applications: European Home TV Market; Electrical and 
Electronic Equipment 

1966 Market Sales: 75% Consumer; 25% Industrial 

1966 sales up 5 per cent over 1965 


A slight sales increase in the face of Holland’s economic difficulties 
was accomplished during 1966 by alteration of Oak-Holland’s normally 
antenna-oriented product mix. 


The manufacture of Oak Rotary Switches in the Emmen plant and 
marketing the product through a newly-established Benelux sales force 
helped counter the effects of a slowdown in European demand for tele- 
vision antennas. 


Among those factors which kept Oak-Holland from recording 
its first profitable year as an O/E/N company were, 1) start-up costs 
incurred in the manufacture of Oak products; 2) management development 
and sales training costs related to the marketing of Oak products and, 
3) a national wage increase. 


As with Canada, programs to develop a better balance in the 
product mix have been intensified at Oak-Holland. 


OAK ELECTRO/NETICS CORP. (JAPAN) LTD. 


Kawasaki, Japan 


In October, O/E/N Japan, formerly a holding company for the 
corporation’s 75 per cent stock interest in Noble-Oak, was activated as a 
purchasing organization for all companies in the O/E/N world organization. 


Located in the heart of Japan’s industrial complex, O/E/N Japan 
locates and purchases parts and components, both to augment isolated 
supply shortages and to afford over-all material cost reductions. 


1967 Outlook 


With the world’s economy linked closely to that of the U.S., opera- 
tions of O/E/N international entered 1967 with the same uncertainties as 
the domestic group of companies. 


The 1967 performance of O/E/N international companies will rest 
not so much on cost reductions in the face of depressed economies, but on 
greater penetration of world electronics markets through new product 
development. 


To achieve this end, product expansion will take priority among 
off-shore O/E/N companies in 1967 programming. 
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POE IES TAN DVOBIEC TIMES 


The basic policies and objectives which guide O/E/N management in 
conducting corporate affairs first appeared publicly in the 1965 Annual Report 
in the belief that those interested in O/E/N have a right to know what the 
company is today and where it hopes to be tomorrow. 


The enthusiastic response by shareholders and the financial community 
to the decision to candidly state these precepts prompts their appearance again 
this year. 


Knowledge of a company’s operating policies and objectives permits 
shareholders, investors, customers, employees, suppliers and citizens in plant 
communities to better understand the company’s past achievements and 
evaluate future prospects with insight seldom provided by corporations. 
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EARNINGS 


\ hae PO ce ert Ey ae ae 


IT SHALL BE THE OBJECTIVE OF O/E/N TO OBTAIN A MINIMUM 
ANNUAL RETURN ON INVESTED CAPITAL OF 17 PER CENT AND 
A MINIMUM PROFIT POSITION OF 8 PER CENT NET 1© SAEES: 


These goals are the most challenging and will be 
difficult to achieve. Although some years away, they 
represent realistic targets. 


Profit studies of 40 representative publicly-owned 
components producers show lower average profit returns 
than the electronics industry in general. But the studies 
also show that outstanding performance, both in earnings 
and return on investment, have been consistently recorded 
by companies with established leadership positions in 
specific areas of componentry. 


O/E/N profit margins improved to 4.00 per cent in 
1966, compared with 2.73 per cent in 1965, while return on 
average invested capital rose from 7.55 per cent to 12.63 
per cent. 


Improved profitability will come from in-plant cost 
reductions and the development of new, proprietary 
products affording more substantial margins. 


O/E/N intends to strengthen its leadership position 
in tuners and diversify into other component areas. 


The success of this diversification is reflected in the 
fact that while 37 per cent of total 1966 sales were in 
television tuners, the other 63 per cent represented more 
than the entire O/E/N volume of 1963. 


Sabewee Col lay ES 


DIVIDENDS 


i SHALES BE THE POLICY (OF C/E/N TO DISTRIBUTE CASH DIVIDENDS 
NOT TO EXCEED 40 PER CENT OF ANNUAL NET EARNINGS. 


This policy provides a reasonable cash return to The increases reflect active adherence to the dividend 
shareholders while allowing O/E/N adequate funds for policy as the company’s earnings position continues to 
reinvestment in the business. improve. 


Dividends have been increased seven times in the 
past four years, placing common stock on a 64 cent annual 
payout basis in 1967. 
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MANAGEMENT 


IT SHALL BE THE POLICY OF O/E/N TO ENCOURAGE AUTONOMOUS 
OPERATION OF EACH SUBSIDIARY AND DIVISION WITHIN THE FRAMEWORK 
OF OVER-ALL CORPORATE POLICIES AND OBJECTIVES. 


In the belief that individual managements are best The policy allows maximum flexibility with only 
qualified to guide their own operations, corporate influence financial and accounting controls required by O/E/N 
on day-to-day operations is minimal. A small corporate management. 


staff maintains close liaison with divisional managements 
to insure compatibility of divisional potential with corporate 
programming. 


1B) Jd) EO a WA 


ACQUISITIONS 


tesSsAAce TBE the OBJECTIVE OF S/E/N TO;ACQUIRE PROFIMABEE 
COMPANIES IN THE COMPONENTS AND MATERIALS FIELD ON A BASIS 
BENEFICIAL TO BOtr OWNERSHIPS: 


These goals were established as an objective rather In each case, the acquired company’s product interest 
than a policy because the science of acquiring companies was consistent with the O/E/N policy of remaining a 
takes much decision-making out of O/E/N’s hands. For components and materials producer. 


the most part, O/E/N has been able to meet these objectives. 


Since 1961, O/E/N has made ten acquisitions which 
have broadened participation in many growth areas of 
the electronics industry and provided much needed manage- 
ment capability and intelligence. 
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EMRE OX EES 


lh SHALL BE) THE POEICY OF G/E/N TO} RPROVIPDE AN ATMOSPHERE FOR iint= 
DEVELOPMENT OF INDIVIDUAL EMPLOYEE RESPONSIBILITY AND SENSE OF 
PARTICIPATION, IN THE SUCCESS OR This CoreorAwml@N: 


Of equal importance to wage, salary and benefit pro- Complete and open communications not only inter- 
grams is meaningful recognition of the employee as an company, but intra-company, provide the proper atmosphere 
intelligent and vitally interested member of O/E/N. Formal for continuing unexcelled performance and attitude. 


programs are essential, yet can contribute only in a limited 
way to embracing each employee as an important member 
of the organization. Communications—both formal and 
informal—take on greater significance in pursuing this 
policy. 


Seer] CT! VES 


Pole QoOP ly Or LEADERSHIP 


lips pate be ire POciCyY OF O/E/N TO SER A STANDARD OF, EXCBLEENCE 
ABOVE Se EVES OF CGOMPETIMm-CN: 


Excellence is the primary motivating factor in the Balance in quality and price, combined with leader- 
O/E/N quest for leadership. The importance of sustaining ship in service, aggressive new product development and 
a quality reputation in a price conscious market is difficult excellent customer relations are essential to living by a 
at best. Quality cannot and must not be compromised for philosophy of leadership. 


price, nor can pricing be unrealistic to market conditions. 
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BUSINESS 


— 


it SHALL BE THE PCEICY OF OC/E/NI Te, CONFINES SUSINESS © 
THE COMPONENTS AND MATERIALS FIELD. 


Economists and electronics industry leaders envision 
a $34 billion electronics industry by 1975... an increase 
of almost 100 per cent over 1966. 


The greatest increase is expected in industrial elec- 
tronics, with consumer, government and military volume 
also contributing significant advances. 


In industrial-commercial electronics, growth potential 
for existing products and those yet to be developed is 
foreseen in closed circuit television, data phones, facsimile 
transmission apparatus, microwave and telemetering equip- 
ment, electronic telephone switching systems and electronic 
instruments for medicine, science and education. 


Military programs such as space, supersonic aircraft 
and communications offer still other growth. 


Not all government spending will be military. Govern- 
ment-sponsored programs such as aid to education, weather 
analysis and modification, urban and inter-urban_ trans- 
portation, polution and flood control, desalination and post 
office automation are just a few planned activitities directly 
affording market opportunities to O/E/N. 


O/E/N/ research, development and acquisition activ- 
ities will be directed to serve these key growing markets with 
basic components and materials. 


PO aa FCaleesmainc 


Mee CTIVES 


peor 


lie sSsnAres BE THE OBJECTIVE OF O/EIN TO ACHIEVE) RECOGNITION 
AS ie wORED:S MOST RESPECTED COMPONENTS PRODUCER—WIittkH 
ENGINEERING, PRODUCTION AND MARKETING CAPABILITIES IN EACH 
AND EVERY MAJOR WORLD MARKET. 


Eventual achievement of this objective will fulfill a O/E/N has an engineering, marketing and manufactur- 
primary management obligation — to sustain and strengthen ing capability to establish and maintain leadership in a 
O/E/N business for shareholders, customers and employees potentially limitless market. In this age of specialization, 
of the future. the future of the corporation will be best served by concen- 


tration and expansion in areas of proven competence. 
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